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GENERAL ASSEMBLY OF NORTH CAROLINA
SESSION 2013

SENATE BILL 402
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Short Title:  Appropriations Act of 2013. (Public)

Sponsors:

Referred to:

March 26, 2013

A BILL TO BEENTITLED
AN ACT TO MAKE BASE BUDGET APPROPRIATIONS FOR CURRENT OPERATIONS
OF STATE DEPARTMENTS, INSTITUTIONS, AND AGENCIES, AND FOR OTHER
PURPOSES.
The General Assembly of North Carolina enacts:

PART I. INTRODUCTION AND TITLE OF ACT

TITLE
SECTION 1.1. This act shall be known as the "Current Operations and Capital
Improvements Appropriations Act of 2013."

INTRODUCTION

SECTION 1.2. The appropriations made in this act are for maximum amounts
necessary to provide the services and accomplish the purposes described in the budget. Savings
shall be effected where the total amounts appropriated are not required to perform these
services and accomplish these purposes and, except as allowed by the State Budget Act or this
act, the savings shall revert to the appropriate fund at the end of each fiscal year.

PART Il. CURRENT OPERATIONS AND EXPANSION GENERAL FUND

CURRENT OPERATIONS AND EXPANSION/GENERAL FUND

SECTION 2.1. Appropriations from the General Fund of the State for the
maintenance of the State departments, institutions, and agencies, and for other purposes as
enumerated, are made for the fiscal biennium ending June 30, 2015, according to the following
schedule:

Current Operations — General Fund 2013-2014 2014-2013
EDUCATION

Community Colleges System Office $ 1,026,315,467 $ 1,014,315,467
Department of Public Instruction 7,849,691,842 8,032,588,328

University of North Carolina — Board of Governors
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Appalachian State University
East Carolina University
Academic Affairs
Health Affairs
Elizabeth City State University
Fayetteville State University
NC A&T State University
NC Central University
NC State University
Academic Affairs
Agricultural Extension
Agricultural Research
UNC — Asheville
UNC — Chapel Hill
Academic Affairs
Health Affairs
Area Health Education Centers
UNC — Charlotte
UNC — Greensboro
UNC — Pembroke
UNC School of the Arts
UNC — Wilmington
Western Carolina University
Winston-Salem State University
General Administration
University Institutional Programs
Related Educational Programs

NC School of Science and Mathematics

Aid to Private Colleges

127,908,903

220,012,450
64,841,247
35,363,212
49,336,186
96,882,428
84,084,488

389,976,973
39,859,682
54,911,053
37,465,299

274,632,544
202,260,403
42,418,348
192,697,970
153,838,192
54,175,566
31,547,460
96,484,692
83,140,199
68,957,656
34,752,475
(12,320,751)
82,160,148
19,126,182
88,851,588

127,908,903

220,615,626
64,841,247
35,385,057
49,336,186
96,882,428
84,084,488

390,045,059
39,859,682
54,911,053
37,465,299

274,515,010
205,741,444
42,418,348
192,683,456
153,783,960
54,175,566
29,146,203
96,484,692
83,161,081
68,980,084
34,752,475
(25,204,458)
107,918,501
19,126,182
88,851,588

30  Total University of North Carolina —

31 Board of Governors $ 2,613,364,593 $ 2,627,869,160
32

33 HEALTH AND HUMAN SERVICES

34

35  Department of Health and Human Services

36 Central Management and Support $ 65,069,146 $ 62,655,211
37 Division of Aging & Adult Services 54,142,341 54,342,341
38 Division of Blind Services/Deaf/HH 8,178,618 8,178,618
39 Division of Child Development & Early Education 255,039,269 255,039,269
40 Health Service Regulation 15,822,840 15,818,506
41 Division of Medical Assistance 3,484,745,754 3,655,086,552
42 Division of Mental Health, Developmental

43 Disabilities, & Substance Abuse Services 675,738,286 678,592,084
44 NC Health Choice 67,177,341 56,281,405
45 Division of Public Health 147,178,997 144,980,498
46 Division of Social Services 172,455,677 172,519,249
47 Division of Vocation Rehabilitation 38,773,169 38,773,169
48  Total Health and Human Services $ 4,984,321,438 $ 5,142,266,902
49

50 NATURAL AND ECONOMIC RESOURCES

51
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Department of Agriculture and Consumer Services
Department of Commerce
Commerce
Commerce State-Aid
Wildlife Resources Commission
Department of Environment and Natural Resources
Department of Labor
JUSTICE AND PUBLIC SAFETY
Department of Public Safety
Judicial Department
Judicial Department — Indigent Defense
Department of Justice
GENERAL GOVERNMENT
Department of Administration
Office of Administrative Hearings
Department of State Auditor
Office of State Controller
Department of Cultural Resources
Cultural Resources
Roanoke Island Commission
State Board of Elections
General Assembly
Office of the Governor
Office of State Budget and Management
Office of State Budget and Management
OSBM - Reserve for Special Appropriations

Housing Finance Agency

Department of Insurance
Insurance

$

114,670,702
42,661,856
9,505,810
9,476,588
157,890,131

16,696,339

$ 1,712,621,317

Insurance — Volunteer Safety Workers' Compensation

S402-PCS35347-MDxf-10
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456,876,742
114,357,264

47,476,998

67,117,185
4,727,544
11,217,468
28,160,691
62,934,497
0
6,699,032
51,449,283
5,120,050
6,837,072
1,800,000

8,499,464

37,994,004

114,769,902
45,692,759
9,255,810
9,476,588
157,385,763

16,696,339

$ 1,692,187,988

455,376,742
109,357,264

51,365,574

66,571,237
4,652,581
11,217,468
28,160,691
61,426,429
0
6,021,532
51,484,767
5,122,132
6,919,583
1,500,000

8,499,464

38,003,624
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Fund
Office of Lieutenant Governor
Department of Revenue
Department of Secretary of State
Department of State Treasurer
State Treasurer

State Treasurer — Retirement for Fire and Rescue
Squad Workers

RESERVES, ADJUSTMENTS AND DEBT SERVICE

Statewide Compensation Study
Severance Expenditure Reserve
Disability Income Plan of North Carolina

Reserve for Teachers' and State Employees' Retirement
Contribution

Reserve for Judicial Retirement System Contribution
Reserve for Future Benefit Needs

Information Technology Fund

One North Carolina Fund

Reserve for State Health Plan

Contingency and Emergency Fund

Firemen's and Rescue Squad Workers' Pension Fund

NC Government and Efficiency and Reform
Project (NC GEAR)

Unemployment Insurance Reserve
Reserve for Job Development Investment Grants (JDIG)
Information Technology Reserve Fund

Reserve for Escheat Fund Global TransPark Debt
Repayment

Debt Service
General Debt Service

Page 4 Senate Bill 402

0
681,089
85,336,745

11,616,001

8,137,890

23,179,042

$ 1,000,000

37,126,314

(1,100,000)

36,000,000
1,000,000
0
6,053,142
9,000,000
34,000,000
5,000,000

(820,000)

2,000,000
23,800,000
51,823,772

31,000,000

27,000,000

725,057,796

0
675,089
85,317,085

11,616,001

7,026,305

23,179,042

0
0

(1,100,000)

36,000,000
1,000,000
56,400,000
6,053,142
9,000,000
77,000,000
5,000,000

(820,000)

2,000,000
13,600,000
63,045,357

36,000,000

745,471,838

S402-PCS35347-MDxf-10
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Federal Reimbursement 1,616,380

TOTAL CURRENT OPERATIONS -
GENERAL FUND

GENERAL FUND AVAILABILITY STATEMENT

1,616,380

$ 20,566,991,548 $ 20,946,264,333

SECTION 2.2.(a) The General Fund availability used in developing the 2013-2015

biennial budget is shown below.
FY 2013-2014
Unappropriated Balance Remaining from Previous Year $

Anticipated Overcollections from FY 2012-13 405,700,000
Overcollections Due to MSA Disputed Payments 51,510,749
Anticipated Reversions from FY 2012-13 170,000,000

Net Supplemental Medicaid Appropriations (H.B. 980) (306,100,000)
Less Earmarkings of Year End Fund Balance
Savings Reserve
Repairs and Renovations

(165,075,883)
(100,000,000)

Beginning Unreserved Fund Balance $ 269,467,743 $
Revenues Based on Existing Tax Structure

Nontax Revenues

Investment Income 13,700,000
Judicial Fees 250,200,000
Disproportionate Share 110,000,000
Insurance 72,500,000
Other Nontax Revenues 173,000,000
Highway Trust Fund/Use Tax Reimbursement Transfer 0
Highway Fund Transfer 218,100,000
Subtotal Nontax Revenues 837,500,000

Total General Fund Availability

Adjustments to Availability: 2013 Session
Finance Package $

Tobacco Master Settlement Agreement (MSA) 137,500,000
MSA Disputed Payments Erroneously Paid to

Golden LEAF (S.L. 2011-145) 24,639,357
Repeal North Carolina Public Campaign Fund 3,500,000
Transfer from NC Flex FICA Fund Balance 2,000,000
Transfer from E-Commerce Reserve Fund Balance 5,111,585
Transfer from Misdemeanant Confinement Fund 1,000,000
Repeal Portion of Solid Waste Disposal Tax Earmark 2,300,000
Increase Lobbyist Fees 400,000
Adjust Transfer from Insurance Regulatory Fund (460,589)
Adjust Transfer from Treasurer's Office 175,215

Adjust Gross Premiums Tax for Volunteer Safety Workers (3,000,000)
Certificate of Need Exemption for Replacement
of Equipment and Facilities on Main Campus (639,152)

S402-PCS35347-MDxf-10 Senate Bill 402

213,432,877 $

(217,100,000) $

FY 2014-2015

106,360,611
0

0

(74,244,692)
(25,502,274)

6,613,645

$ 19,628,100,000 $ 20,549,000,000

14,100,000
251,400,000
109,000,000

73,400,000
175,000,000

0
215,900,000
838,800,000

$ 20,735,067,743 $ 21,394,413,645

(553,100,000)

137,500,000

0
0

0
4,000,000
1,000,000
2,300,000
400,000
(460,589)
175,215
(3,000,000)

(643,486)
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Subtotal Adjustments to Availability:

2013 Session $  (44573584) $  (411,828,860)
Revised General Fund Availability $ 20,690,494,159 $ 20,982,584,785
Less: General Fund Appropriations $ (20,584,133,548) $ (20,954,514,333)
Unappropriated Balance Remaining $ 106,360,611 $ 28,070,452

SECTION 2.2.(b) Notwithstanding the provisions of G.S. 105-187.9(b)(1) and
G.S. 105-187.9(b)(2), no funds shall be transferred from the Highway Trust Fund under those
subdivisions for the 2013-2014 fiscal year or for the 2014-2015 fiscal year.

SECTION 2.2.(c) In addition to funds transferred pursuant to G.S. 105-164.44D,
the sum of one hundred ninety-six million five hundred eighty-two thousand nine hundred
eighty-one ($196,582,981) for the 2013-2014 fiscal year and the sum of one hundred ninety-six
million five hundred eighty-two thousand nine hundred eighty-one ($196,582,981) for the
2014-2015 fiscal year shall be transferred from the Highway Fund to the General Fund.

SECTION 2.2.(d) Notwithstanding any other provision of law to the contrary,
effective July 1, 2013, the following amounts shall be transferred to the State Controller to be
deposited in the appropriate budget code as determined by the State Controller. These funds
shall be used to support the General Fund appropriations as specified in this act for the
2013-2014 fiscal year and the 2014-2015 fiscal year.

Budget Fund FY 2013-2014 FY 2014-2015
Code Code Description Amount Amount
24100 2514 E-Commerce Fund $ 5,111,585 $ 4,000,000
24500 2225 Misdemeanant Confinement Fund 1,000,000 1,000,000

SECTION 2.2.(e) Notwithstanding the provisions of G.S. 143C-4-3, the State
Controller shall transfer a total of one hundred million dollars ($100,000,000) from the
unreserved fund balance to the Repairs and Renovations Reserve on June 30, 2013, and shall
transfer a total of twenty-five million five hundred two thousand two hundred seventy-four
dollars ($25,502,274) from the unreserved fund balance to the Repairs and Renovations
Reserve on June 30, 2014. This subsection becomes effective June 30, 2013. Funds transferred
under this section to the Repairs and Renovations Reserve are appropriated for the 2013-2014
fiscal year and for the 2014-2015 fiscal year and shall be used in accordance with
G.S. 143C-4-3.

SECTION 2.2.(f) Notwithstanding G.S. 143C-4-2, the State Controller shall
transfer a total of one hundred sixty-five million seventy-five thousand eight hundred
eighty-three dollars ($165,075,883) from the unreserved fund balance to the Savings Reserve
Account on June 30, 2013, and shall transfer a total of seventy-four million two hundred
forty-four thousand six hundred ninety-two dollars ($74,244,692) from the unreserved fund
balance to the Savings Reserve Account on June 30, 2014. Neither of these transfers is an
"appropriation made by law," as that phrase is used in Section 7(1) of Article V of the North
Carolina Constitution. This subsection becomes effective June 30, 2013.

SECTION 2.2.(g) Notwithstanding the provisions of Article 6 of Chapter 143C of
the General Statutes or any other law to the contrary, the State Controller shall transfer two
million dollars ($2,000,000) from the NC FICA Account for deposit in the appropriate budget
code as determined by the State Controller for the 2013-2014 fiscal year.

SECTION 2.2.(h) Of the unexpended and unencumbered monies credited to the
North Carolina Public Campaign Fund, established under repealed G.S. 163-278.63, the sum of
three million five hundred thousand dollars ($3,500,000) for the 2013-2014 fiscal year shall be
transferred to the General Fund.

Page 6 Senate Bill 402 S402-PCS35347-MDxf-10
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SECTION 2.2.(i) Notwithstanding any other provision of law, the sum of five
million one hundred eleven thousand five hundred eighty-five dollars ($5,111,585) for the
2013-2014 fiscal year and the sum of four million dollars ($4,000,000) for the 2014-2015 fiscal
year shall be transferred from the E-Commerce Reserve, Budget Code 24100, to the State
Controller to be deposited in the appropriate budget code as determined by the State Controller
for each fiscal year.

PART IIl. CURRENT OPERATIONS/HIGHWAY FUND

CURRENT OPERATIONS AND EXPANSION/HIGHWAY FUND

SECTION 3.1. Appropriations from the State Highway Fund for the maintenance
and operation of the Department of Transportation and for other purposes as enumerated are
made for the fiscal biennium ending June 30, 2015, according to the following schedule:

Current Operations — Highway Fund 2013-2014 2014-2015
Department of Transportation
Administration $ 94,027,709 $ 98,994,109
Division of Highways
Administration 34,218,958 34,218,958
Construction 55,923,707 41,859,878
Maintenance 1,141,487,787 1,031,662,280
Planning and Research 4,055,402 4,055,402
OSHA Program 365,337 365,337
Ferry Operations 40,564,796 39,414,796
State Aid to Municipalities 142,293,840 136,874,010
Intermodal Divisions
Public Transportation 83,351,374 83,351,374
Aviation 22,244,510 22,244,510
Rail 40,392,294 24,942,294
Bicycle and Pedestrian 751,066 751,066
Governor's Highway Safety 284,932 284,932
Division of Motor Vehicles 116,352,241 116,996,778
Other State Agencies, Reserves, Transfers 259,634,197 261,737,076
Capital Improvements 18,055,500 19,937,700
Total Highway Fund Appropriations $2,054,003,650 $1,917,690,500

HIGHWAY FUND/AVAILABILITY STATEMENT

SECTION 3.2. The Highway Fund availability used in developing the 2013-2015

fiscal biennial budget is shown below:

Highway Fund Availability Statement
Unreserved Fund Balance

S402-PCS35347-MDxf-10
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2013-2014

74,150,000 $

2014-2015
0
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Estimated Revenue 1,937,200,000 1,892,400,000
Adjustment to Revenue Availability:
Adjustment to Emission Inspection Fees 23,600,000 21,600,000
Adjustment to Technology Improvement Account Fees 634,000 634,000
Motor Fuel Tax

(Shallow Draft Navigation Channel Dredging Fund) (2,280,350) (2,193,500)
Hybrid/Electric Vehicle Registration Fee 1,500,000 1,500,000
North Carolina Railroad Company Dividend Payments 19,200,000 3,750,000
Total Highway Fund Availability $ 2,054,003,650 $ 1,917,690,500
Unappropriated Balance $ 0 $ 0

PART IV. HIGHWAY TRUST FUND APPROPRIATIONS

HIGHWAY TRUST FUND APPROPRIATIONS

SECTION 4.1. Appropriations from the State Highway Trust Fund for the
maintenance and operation of the Department of Transportation and for other purposes as
enumerated are made for the fiscal biennium ending June 30, 2015, according to the following
schedule:

Current Operations — Highway Trust Fund 2013-2014 2014-2015
Program Administration $ 45,590,880 $ 45,590,880
Aid to Municipalities 0 0
Intrastate 0 0
Secondary Roads 0 0
Urban Loops 0 0
Mobility Fund 0 0
Turnpike Authority 49,000,000 49,000,000
Transfer to General Fund 0 0
Transfer to Highway Fund 400,000 400,000
Debt Service 79,170,090 60,307,448
Strategic Prioritization Funding Plan

for Transportation Investments 931,539,030 950,101,672
Total Highway Trust Fund Appropriations $1,105,700,000 $ 1,105,400,000

HIGHWAY TRUST FUND AVAILABILITY STATEMENT
SECTION 4.2. The Highway Trust Fund availability used in developing the
2013-2015 fiscal biennial budget is shown below:

Highway Trust Fund Availability 2013-2014 2014-2015

Unreserved Fund Balance $ 0 $ 0
Estimated Revenue 1,105,700,000 1,105,400,000
Adjustment to Revenue Availability 0 0
Total Highway Trust Fund Availability $ 1,105,700,000 $ 1,105,400,000
Unappropriated Balance $ 0 $ 0

PART V. OTHER APPROPRIATIONS

APPROPRIATION OF OTHER FUNDS

Page 8 Senate Bill 402 S402-PCS35347-MDxf-10
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SECTION 5.1.(a) Expenditures of cash balances, federal funds, departmental
receipts, grants, and gifts from the various General Fund, Special Revenue Fund, Enterprise
Fund, Internal Service Fund, and Trust and Agency Fund budget codes are appropriated and
authorized for the 2013-2015 fiscal biennium as follows:

1) For all budget codes listed in "The State of North Carolina Recommended

Continuation Budget and Fund Purpose Statements, 2013-2015" and in the
Budget Support Document, cash balances and receipts are appropriated up to
the amounts specified, as adjusted by the General Assembly, for the
2013-2014 fiscal year and the 2014-2015 fiscal year. Funds may be
expended only for the programs, purposes, objects, and line items or as
otherwise authorized by the General Assembly. Expansion budget funds
listed in those documents are appropriated only as otherwise provided in this

act.
2 Notwithstanding the provisions of subdivision (1) of this subsection:
a. Any receipts that are required to be used to pay debt service

requirements for various outstanding bond issues and certificates of
participation are appropriated up to the actual amounts received for
the 2013-2014 fiscal year and the 2014-2015 fiscal year and shall be
used only to pay debt service requirements.

b. Other funds, cash balances, and receipts of funds that meet the
definition issued by the Governmental Accounting Standards Board
of a trust or agency fund are appropriated for and in the amounts
required to meet the legal requirements of the trust agreement for the
2013-2014 fiscal year and the 2014-2015 fiscal year.

SECTION 5.1.(b) Receipts collected in a fiscal year in excess of the amounts
authorized by this section shall remain unexpended and unencumbered until appropriated by
the General Assembly in a subsequent fiscal year, unless the expenditure of overrealized
receipts in the fiscal year in which the receipts were collected is authorized by the State Budget
Act. Overrealized receipts are appropriated up to the amounts necessary to implement this
subsection.

SECTION 5.1.(c) Notwithstanding subsections (a) and (b) of this section, there is
appropriated from the Reserve for Reimbursements to Local Governments and Shared Tax
Revenues for each fiscal year an amount equal to the amount of the distributions required by
law to be made from that reserve for that fiscal year.

SECTION 5.1.(d) The Office of State Budget and Management, the Office of the
State Controller, the Department of Revenue, and the Fiscal Research Division shall jointly
study the Reserve for Reimbursements to Local Governments and Shared Tax Revenues
(Budget Code 24705) within the Department of Revenue and shall determine the best manner
in which to budget the funds deposited into and expended from this fund. When conducting this
study, the Office of State Budget and Management, the Office of the State Controller, the
Department of Revenue, and the Fiscal Research Division shall jointly determine if any
statutory or other changes are needed in order to ensure that these funds are properly accounted
for and budgeted in a manner consistent with the North Carolina Constitution. No later than
May 1, 2014, the Office of State Budget and Management, the Office of the State Controller,
the Department of Revenue, and the Fiscal Research Division shall report the results of this
study, including their findings, recommendations, and any legislative proposals, to the Chairs
of the Senate Appropriations/Base Budget Committee and of the House Appropriations
Committee.

SECTION 5.1.(e) Subdivisions (2) through (4) of subsection (d) of Section 5.1 of
S.L. 2011-145, as enacted by Section 5.1 of S.L. 2012-142, are repealed. This subsection
becomes effective on June 30, 2013.

S402-PCS35347-MDxf-10 Senate Bill 402 Page 9
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OTHER RECEIPTS FROM PENDING GRANT AWARDS

SECTION 5.2.(a) Notwithstanding G.S. 143C-6-4, State agencies may, with
approval of the Director of the Budget, spend funds received from grants awarded subsequent
to the enactment of this act for grant awards that are for less than two million five hundred
thousand dollars ($2,500,000), do not require State matching funds, and will not be used for a
capital project. State agencies shall report to the Joint Legislative Commission on
Governmental Operations within 30 days of receipt of such funds.

State agencies may spend all other funds from grants awarded after the enactment of
this act only with approval of the Director of the Budget and after consultation with the Joint
Legislative Commission on Governmental Operations.

SECTION 5.2.(b) The Office of State Budget and Management shall work with
the recipient State agencies to budget grant awards according to the annual program needs and
within the parameters of the respective granting entities. Depending on the nature of the award,
additional State personnel may be employed on a time-limited basis. Funds received from such
grants are hereby appropriated and shall be incorporated into the authorized budget of the
recipient State agency.

SECTION 5.2.(c) Notwithstanding the provisions of this section, no State agency
may accept a grant not anticipated in this act if acceptance of the grant would obligate the State
to make future expenditures relating to the program receiving the grant or would otherwise
result in a financial obligation as a consequence of accepting the grant funds.

SECTION 5.2.(d) Notwithstanding G.S. 143C-6-4 and subsection (b) of this
section, State agencies may spend funds received from the following grants for the 2013-2014
fiscal year and 2014-2015 fiscal year awarded subsequent to the enactment of this act for up to
the specified amounts:

2013-2014 2014-2015

Department of Agriculture and Consumer Services

Soil and Water Conservation GIS Project $30,000 $0
Department of Public Instruction

The New Venture Fund $75,000 $0

Promoting Adolescent Health through

School-Based HIVV/STD Prevention $290,000 $400,000

Neither the approval of the Director of the Budget nor consultation with the Joint Legislative
Commission on Governmental Operations is required prior to the expenditure of these funds.

CIVIL PENALTY AND FORFEITURE FUND
SECTION 5.3.(a) Appropriations are made from the Civil Penalty and Forfeiture
Fund for the fiscal biennium ending June 30, 2015, as follows:

FY 2013-2014 FY 2014-2015
School Technology Fund $ 18,000,000 $ 18,000,000
State Public School Fund $146,313,464 $120,362,790
Total Appropriation $164,313,464 $138,362,790

SECTION 5.3.(b) Excess receipts realized in the Civil Penalty and Forfeiture Fund
in the 2012-2013 fiscal year are hereby appropriated to the State Public School Fund for the
2013-2014 fiscal year.

INDIAN GAMING EDUCATION REVENUE FUND

Page 10 Senate Bill 402 S402-PCS35347-MDxf-10



OO ~NO O WN P

General Assembly Of North Carolina Session 2013

SECTION 5.4.(a) There is appropriated from the Indian Gaming Education
Revenue Fund to the Department of Public Instruction, School Technology Fund, the sum of
three million dollars ($3,000,000) for the 2013-2014 fiscal year and the sum of three million
five hundred thousand dollars ($3,500,000) for the 2014-2015 fiscal year.

SECTION 5.4.(b) G.S. 143C-9-7 does not apply to the use of these funds for the
2013-2015 fiscal biennium.

PART VI. GENERAL PROVISIONS

CONTINGENCY AND EMERGENCY FUND LIMITATION

SECTION 6.1. For the 2013-2015 fiscal biennium and notwithstanding the
provisions of G.S. 143C-4-4(b), funds appropriated to the Contingency and Emergency Fund
may be used only for expenditures required (i) by a court or Industrial Commission order or (ii)
to respond to events as authorized under G.S. 166A-19.40(a) of the North Carolina Emergency
Management Act. These funds shall not be used for other statutorily authorized purposes or for
any other contingencies and emergencies.

ESTABLISHING OR INCREASING FEES UNDER THIS ACT

SECTION 6.2.(a) Notwithstanding G.S. 12-3.1, an agency is not required to
consult with the Joint Legislative Commission on Governmental Operations prior to
establishing or increasing a fee to the level authorized or anticipated in this act.

SECTION 6.2.(b) Notwithstanding G.S. 150B-21.1A(a), an agency may adopt an
emergency rule in accordance with G.S. 150B-21.1A to establish or increase a fee as authorized
by this act if the adoption of a rule would otherwise be required under Article 2A of Chapter
150B of the General Statutes.

GLOBAL TRANSPARK LOAN REPAYMENT

SECTION 6.3.(a) The Office of State Budget and Management shall transfer funds
from the Reserve for Global TransPark Loan Repayment to the Escheat Fund as
payment-in-full for the outstanding loan from the Escheat Fund to the Global TransPark
Authority originally authorized under G.S. 63A-4(a)(22) and G.S. 147-69.2(b)(11).

SECTION 6.3.(b) G.S. 63A-4(a)(22) is repealed.

SECTION 6.3.(c) G.S. 147-69.2(b)(11) is repealed.

MSA PAYMENTS

SECTION 6.4.(a) Sections 2(a) and 2(b) of S.L. 1999-2 are repealed.

SECTION 6.4.(b) Section 6 of S.L. 1999-2, as amended by Section 6.11(d) of
Session Law 2011-145 and Section 7(b) of Session Law 2011-391, reads as rewritten:

"SECTION 6.(a) Exeeptasprovided-insubsection-{b)-ofthis-section—itis-the-intent-of-the

General-Assembly—that-the-The funds under the Master Settlement Agreement, which is
incorporated into the Consent Beeree—be-aHocated-as-Ffolews:Decree, shall be credited to the

Settlement Reserve Fund.

S402-PCS35347-MDxf-10 Senate Bill 402 Page 11
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(b) Any monies paid into the North Carolina State Specific Account from the Disputed
Payments Account on account of the Non-Participating Manufacturers that would have been
transferred to The Golden L. E AF. (Long Term Economlc Advancement Foundation), tre—of
ton-Inc., shall be
dep03|ted in the Settlement Reserve Fund and transferred to nentax—Budget—Gede—]rQBlSthe
State General Fund."

SECTION 6.4.(c) The Attorney General shall take all necessary actions to notify
the court in the action entitled State of North Carolina v. Philip Morris Incorporated, et al., 98
CVS 14377, in the General Court of Justice, Superior Court Division, Wake County, North
Carolina, and the administrators of the State Specific Account established under the Master
Settlement Agreement of this action by the General Assembly regarding redirection of
payments set forth in subsections (a) and (b) of this section.

SECTION 6. 4 (d) G.S. 116 29 1(b) reads as rewrltten

"(b) G 3 3

&  Fhe the funds remitted to the University Cancer Research Fund by the
Secretary of Revenue from the tax on tobacco products other than cigarettes
pursuant to G.S. 105-113.40A isare appropriated for this purpose.

SECTION 6.4.(e) G.S. 143C-9-3 reads as rewritten:
"8 143C-9-3. Settlement Reserve Fund.
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@) The "Settlement Reserve Fund"

is established as-a—restrictedreserve-in the General

a court in litigation between tobacco companies and the states. Funds credited to the Settlement

Reserve Fund each fiscal year shall be included in General Fund availability as nontax revenue
for the next fiscal year.

(b), (c) Repealed by Session Laws 2011-145, s. 6.11(i), effective July 1, 2011.

(d) Unless prohibited by federal law, federal funds provided to the State by block grant
or otherwise as part of federal legislation implementing a settlement between United States
tobacco companies and the states shall be credited to the Settlement Reserve Fund. Unless
otherwise encumbered or distributed under a settlement agreement or final order or judgment of
the court, funds paid to the State or a State agency pursuant to a tobacco litigation settlement
agreement, or a final order or judgment of a court in litigation between tobacco companies and
the states, shall be credited to the Settlement Reserve Fund."

GOVERNMENT EFFICIENCY AND REFORM

SECTION 6.5.(a) The Office of State Budget and Management shall contract for a
Government Efficiency and Reform review and analysis of the executive branch of State
government, which shall be known as NC GEAR. The purpose of the review and analysis is to
evaluate the efficiency and effectiveness of State government and to identify specific strategies
for making State government more efficient and effective. The review and analysis may
examine entire departments, agencies, or institutions, or similar programs in different
departments. The review and analysis shall include an examination of the efficiency and
effectiveness of major management policies, practices, and functions pertaining to the
following areas:

(1)  The statutory authority, funding sources, and functions of each department,

agency, institution, or program.

2) The organizational structure and staffing patterns in place to perform these
functions and whether they are appropriate based on comparative data and
other reasonable staffing criteria.

3) The measurement of each reviewed program's outcomes, overall
performance, and success in accomplishing its mandated or stated mission
and subsequent goals, considering the resources provided to the program.

4) State and local responsibilities for providing government services and
funding for those services, and whether these responsibilities should be
reallocated.

(5) Personnel systems operations and management.

(6) State purchasing operations and management.

@) Information technology and telecommunications systems policy,
organization, and management.

(8) The identification of opportunities to reduce fragmentation, duplication, and
related or overlapping services or activities through restructuring of
departmental organizations and streamlining programs.

SECTION 6.5.(b)  All executive branch departments, agencies, boards,
commissions, authorities, and institutions in the executive branch of State government,
including receipt supported agencies, and all nonstate entities receiving State funds shall be
subject to review and analysis. The chief administrative officer of each entity shall ensure full
cooperation with the Office of State Budget and Management and provide timely responses to
the Office of State Budget and Management's request for information under the provisions of
G.S. 143C-2-1(b).
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SECTION 6.5.(c) The Office of State Budget and Management will work
collaboratively with the Office of State Auditor to develop the review, analysis, and findings
needed to produce a final report and recommendations to the Governor and General Assembly.

SECTION 6.5.(d) At the request of the Office of State Budget and Management,
the Legislative Services Officer of the General Assembly may authorize selected central
legislative staff to be consulted by the Office of State Budget and Management staff about
developing the review, analysis, and findings needed to produce a final report and
recommendations to the Governor and General Assembly.

SECTION 6.5.(e) The contracting provisions of Chapter 143 of the General
Statutes and related State purchasing and budget regulations do not apply to NC GEAR;
however, the Office of State Budget and Management shall report all external contracts for
consultants or professional services within 30 days of their execution to the Joint Legislative
Commission on Governmental Operations, the Fiscal Research Division, the President Pro
Tempore of the Senate, and the Speaker of the House of Representatives.

SECTION 6.5.(f) The Office of State Budget and Management shall submit an
interim report of the NC GEAR's analysis, findings, and recommendations to the Governor, the
President Pro Tempore of the Senate, the Speaker of the House of Representatives, the Fiscal
Research Division, and the Program Evaluation Division by February 15, 2014, and a final
report by February 15, 2015.

SECTION 6.5.(g) Funds appropriated for NC GEAR shall be used to contract with
consultants and other experts and to pay for travel, postage, printing, planning, and other
related costs as needed to accomplish the objectives specified for the project. Funds
appropriated for the 2013-2015 fiscal biennium for NC GEAR shall not revert at the end of
each fiscal year but shall remain available for expenditure for the project.

EXPENDITURES OF FUNDS IN RESERVES LIMITED
SECTION 6.6. All funds appropriated by this act into reserves may be expended
only for the purposes for which the reserves were established.

BUDGET CODE CONSOLIDATIONS

SECTION 6.7. Notwithstanding G.S. 143C-6-4, the Office of State Budget and
Management may, after reporting to the Fiscal Research Division, adjust the authorized budget
by making transfers among purposes or programs for the purpose of consolidating budget and
fund codes or eliminating inactive budget and fund codes. The Office of State Budget and
Management shall change the authorized budget to reflect these adjustments.

NORTH CAROLINA EDUCATION LOTTERY
SECTION 6.8. G.S. 18C-151(a) reads as rewritten:

"(a) Except as otherwise specifically provided in this subsection for contracts for the
purchase of services, apparatus, supplies, materials, or equipment, Article 8 of Chapter 143 of
the General Statutes, including the provisions relating to minority participation goals, shall
apply to contracts entered into by the Commission. If this subsection and Article 8 of Chapter
143 are in conflict, the provisions of this subsection shall control. In recognition of the
particularly sensitive nature of the Lottery and the competence, quality of product, experience,
and timeliness, fairness, and integrity in the operation and administration of the Lottery and
maximization of the objective of raising revenues, a contract for the purchase of services,
apparatus, supplies, materials, or equipment requiring an estimated aggregate expenditure of

ninety-theusand-doHars—{$90,000)three hundred thousand dollars ($300,000) or more may be

awarded by the Commission only after the following have occurred:
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PROVISION OF ANONYMOUS TAX RETURN DATA TO REVENUE ESTIMATORS
SECTION 6.9. G.S. 105-259(b)(13) reads as rewritten:

"(b) Disclosure Prohibited. — An officer, an employee, or an agent of the State who has
access to tax information in the course of service to or employment by the State may not
disclose the information to any other person except as provided in this subsection. Standards
used or to be used for the selection of returns for examination and data used or to be used for
determining the standards may not be disclosed for any purpose. All other tax information may
be disclosed only if the disclosure is made for one of the following purposes:

(13) To furnish the following to the Fiscal Research Division of the General
Assembhy; Legislative Services Commission, and the Office of State Budget
and Management, upon request:

a. A sample, suitable in character, composition, and size for statistical
analyses, of tax returns or other tax information from which
taxpayers' names and identification numbers have been removed.

b. An analysis of the fiscal impact of proposed legislation.

EXEMPTIONS FROM MANAGEMENT FLEXIBILITY REDUCTIONS

SECTION 6.10. Notwithstanding G.S. 143C-6-4, expansion funds appropriated for
the 2013-2015 fiscal biennium to State agencies as defined by G.S. 143C-1-1(d)(24) shall not
be used to offset management flexibility adjustments in this act.

CLOSE OUT PUBLIC SCHOOL BUILDING CAPITAL FUND/ APPROPRIATE
EDUCATION LOTTERY FUNDS
SECTION 6.11.(a) G.S. 115C-546.1 reads as rewritten:
"8 115C-546.1. Creation of Fund; administration.
@ There is created the Public School Building Capital Fund. The Fund shall be used to
aSSISt county governments in meeting their public school building capital reeds—and—their

(©) The Fund shall be administered by the Department of Public Instruction.”
SECTION 6.11.(b) G.S. 115C-546.2 reads as rewritten:
"§ 115C-546.2. Allocations from the Fund; uses; expenditures; reversion to General
Fund; matchlng reqmrements
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(b) Countres shall use monies m—the—Fund—prevrously credrted to the Fund by the

Secretary of Revenue pursuant to G.S. 115C-546.1(b) for capital outlay projects including the
planning, construction, reconstruction, enlargement, improvement, repair, or renovation of
public school buildings and for the purchase of Iand for public school buildings; for equment
to implement a local school technology

plan; or for both. Monies used to implement a local school technology plan shaII be transferred
to the State School Technology Fund and allocated by that Fund to the local school
administrative unit for equipment.

As used in this section, "public school buildings™ only includes facilities for individual
schools that are used for instructional and related purposes and does not include centralized
administration, maintenance, or other facilities.

In the event a county finds that it does not need all or part of the funds allocated to it for
capital outlay projects including the planning, construction, reconstruction, enlargement,
improvement, repair, or renovation of public school buildings, for the purchase of land for
public school buildings, or for equipment to implement a local school technology plan, the
unneeded funds allocated to that county may be used to retire any indebtedness incurred by the
county for public school facilities.

In the event a county finds that its public school building needs and its school technology
needs can be met in a more timely fashion through the allocation of financial resources
previously allocated for purposes other than school building needs or school technology needs
and not restricted for use in meeting public school building needs or school technology needs,
the county commissioners may, with the concurrence of the affected local Board of Education,
use those financial resources to meet school building needs and school technology needs and
may allocate the funds it receives under this Article for purposes other than school building
needs or school technology needs to the extent that financial resources were redirected from
such purposes. The concurrence described herein shall be secured in advance of the allocation
of the previously unrestricted financial resources and shall be on a form prescribed by the Local
Government Commission.

(©) Monies previously credited to the Fund by the Secretary of Revenue pursuant to
G.S. 115C-546.1(b) for capital projects shall be matched on the basis of one dollar of local
funds for every three dollars of State funds. Mentes-Such monies in the Fund transferred to the
State Technology Fund do not require a local match.

Revenue received from local sales and use taxes that is restricted for public school capital
outlay purposes pursuant to G.S. 105-502 or G.S. 105-487 may be used to meet the local
matching requirement. Funds expended by a county after July 1, 1986, for land acquisition,
engineering fees, architectural fees, or other directly related costs for a public school building
capital project that was not completed prior to July 1, 1987, may be used to meet the local
match requirement.

(d) If funds are appropriated from the Education Lottery Fund to the Public School
Building Capital Fund, such funds shall be allocated for school capital construction projects on
a per average daily membership basis according to the average daily membership for the budget

year as determlned and certlfled by the State Board of Educatlon Menres—trans#erred—mte—the
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3) No county shall have to prowde matching funds requwed under subsectlon
(c) of this section.

4) A county may use monies in this Fund to pay for school construction
projects in local school administrative units and to retire indebtedness
incurred for school construction projects.

(5) A county may not use monies in this Fund to pay for school technology
needs.

(e) The State Board of Education may use up to one million five hundred thousand
dollars ($1,500,000) each year of monies in the Fund to support positions in the Department of
Public Instruction's Support Services Division."

SECTION 6.11.(c) G.S. 18C-164 reads as rewritten:

"§ 18C-164. Transfer of net revenues.

@ The funds remaining in the North Carolina State Lottery Fund after receipt of all
revenues to the Lottery Fund and after accrual of all obligations of the Commission for prizes
and expenses shall be considered to be the net revenues of the North Carolina State Lottery
Fund. The net revenues of the North Carolina State Lottery Fund shall be transferred four times
a year to the Education Lottery Fund, which shall be created in the State treasury.

(b) From the Education Lottery Fund, the Cemmission—Office of State Budget and
Management shall transfer a sum equal to five percent (5%) of the net revenue of the prior year
to the Education Lottery Reserve Fund. A special revenue fund for this purpose shall be
established in the State treasury to be known as the Education Lottery Reserve Fund, and that
fund shall be capped at fifty million dollars ($50,000,000). Monies in the Education Lottery
Reserve Fund may be appropriated only as provided in subsection (e) of this section.

(©) Fhe—Commission—shalldistribute—The General Assembly shall appropriate the
remaining net revenue of the Education Lottery Fund,-as-feHowsinthe-folHowing-manner:Fund
annually in the Current Operations Appropriations Act, based upon estimates of lottery net
revenue to the Education Lottery Fund provided by the Office of State Budget and
Management and the Fiscal Research D|V|5|on of the Lemslatlve Serwces Commlssmn
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(e If the actual net revenues are less than the appropriation for that given year, then the
Governor may transfer from the Education Lottery Reserve Fund an amount sufficient to equal

the approprlatlon by the General Assembly—ﬁ—the%emesﬂavanable—m—the—Edueanen—I:ener

ctual net revenues in excess of the amounts appropriated in
f H-the—aetual-Actual net exceed- f th t ted
that-fiscalyrear,—the—excess—net-revenues a fiscal year shall remain in the Education Lottery

SECTION 6.11.(d) G.S. 115C-499.3(b) reads as rewritten:
"(b)  Subject to the maximum amounts provided in this section, the Authority shall have
the power to determine the actual scholarship amounts disbursed to students in any given year

based on the amount of ret-income-avaHable-under-Chapter18C-of the-General-Statutes—funds

appropriated from the Education Lottery Fund. If the net income available is not sufficient to

fully fund the scholarships to the maximum amount, all scholarships shall be reduced equally,
to the extent practicable, so that every eligible applicant shall receive a proportionate
scholarship amount."

SECTION 6.11.(e) The appropriations made from the Education Lottery Fund for
the 2013-2015 fiscal biennium are as follows:

Classroom Teachers
Prekindergarten Program

Public School Building Capital Fund
Scholarships for Needy Students
UNC Need-Based Financial Aid

FY 2013-2014

$ 220,643,188
$ 63,135,709
$ 100,000,000
$ 30,450,000
$ 10,744,733

UNC Need-Based Financial Aid Forward Funding Reserve $ 55,128,620

Lottery Reserve Fund
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FY 2014-2015

$ 220,643,188
$ 63,135,709
$ 100,000,000
$ 30,450,000
$ 10,744,733

$ 43,459,463
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TOTAL APPROPRIATION $ 480,102,250 $ 468,433,093

SECTION 6.11.(f) Notwithstanding G.S. 18C-164, the Office of State Budget and
Management shall not transfer funds to the Education Lottery Reserve Fund for the 2013-2014
fiscal year.

SECTION 6.11.(g) Notwithstanding G.S. 18C-164(c), Article 35A of Chapter
115C of the General Statutes, or any other provision of law, the funds appropriated in this
section for UNC Need-Based Financial Aid shall be administered in accordance with the policy
adopted by the Board of Governors of The University of North Carolina.

SECTION 6.11.(h) Subsection (c) of this section becomes effective June 30, 2013.

AMEND STATE BUDGET ACT

TECHNICAL CORRECTIONS AND CLARIFYING CHANGES

SECTION 6.12.(a) G.S. 143C-1-1(d)(19) reads as rewritten:

"(19) Nontax revenue. — Revenue that is not a tax proceed or a departmental
receipt and that is required by statute to be credited to the-General-Fund-a
fund.”

SECTION 6.12.(b) G.S. 143C-1-1(d)(30) reads as rewritten:

"(30) Unreserved fund balance. — The available GeneralFund—cash balance
effective June 30 after excluding documented encumbrances, unearned
revenue, federal-grants-statutory requirements, and other legal obligations to
General-Fund-a fund's cash balance as determined by the State Controller.
Beginning unreserved fund balance equals ending unreserved fund balance
from the prior fiscal year."

SECTION 6.12.(c) G.S. 143C-1-3(c) reads as rewritten:

"(c)  Notwithstanding subsections (a) and (b) of this section, funds established for The
University of North Carolina and its constituent institutions pursuant to the following statutes
are exempt from Chapter 143C of the General Statutes and shall be accounted for as provided
by those statutes, except that the provisions of Article 8 of Chapter 143C of the General
Statutes shall apply to the funds: G.S. 116-35, 116-36, 116-36.1, 116-36.2, 116-36.4, 116-36.5,
116-36.6, 116-44.4, 116-68, 116-220, 116-235,116-238.116-235."

SECTION 6.12.(d) Article 1 of Chapter 143C of the General Statutes is amended

by adding a new section to read:
"8 143C-1-5. Chapter is applicable to The University of North Carolina.

Except as expressly provided in G.S. 143C-1-3(c) or otherwise expressly provided by law,
The University of North Carolina shall be subject to the provisions of this Chapter in the same
manner and to the same degree as other State agencies."

SECTION 6.12.(¢) G.S. 143C-3-5(e) reads as rewritten:

"(e) Revenwe—Availability Estimates. — The recommended Current Operations
Appropriations Act shall contain a statement showing the estimates of General Fund
availability, Highway Fund availability, and Highway Trust Fund availability upon which the
Recommended State Budget is based."

SECTION 6.12.(f) G.S. 143C-9-6 reads as rewritten:

"§ 143C-9-6. JDIG Reserve-Fund-Reserve.

€)) The State Controller shall establish a reserve in the General Fund to be known as the
JDIG Reserve. Funds from the JDIG Reserve shall not be expended-ortransferred except in
accordance with G.S. 143B-437.63.

(b) It is the intent of the General Assembly to appropriate funds annually to the JDIG
Reserve established in this section in amounts sufficient to meet the anticipated cash
requirements for each fiscal year of the Job Development Investment Grant Program
established pursuant to G.S. 143B-437.52."
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SECTION 6.12.(g) G.S. 143C-9-8(a) reads as rewritten:
"(a)  The State Controller shall establish a reserve in the General Fund to be known as the
One North Carolina Fund Reserve. Funds from the One North Carolina Fund Reserve shall not
be expended-er-transferred except in accordance with G.S. 143B-437.75."

SUBSTANTIVE CHANGES
SECTION 6.12.(h) G.S. 143C-1-1(d) is amended by adding the following new
subdivisions to read:
"(1a) Authorized budget. — The certified budget with changes authorized by the
Director of the Budget through authority granted in G.S. 143C-6-4 or other
statutes.
(1b)  Availability. — The total anticipated cash available within a fund for
appropriation purposes, including unreserved fund balance and all revenue
and receipts anticipated in a fiscal year.

(7a) Continuation budget. — That part of the Recommended State Budget
necessary to continue the same level of services in the next biennium as is
provided in the current fiscal year, including (i) mandated Social Security
rate adjustments; (ii) annualization of programs and positions; (iii)
enrollment adjustments for public schools and Medicaid; (iv) reductions to
adjust_for items funded with nonrecurring funds during the prior fiscal
biennium; (v) increases to adjust for nonrecurring reductions during the prior
fiscal biennium; and (vi) if deemed necessary by the Director, other
adjustments _such as inflation, building reserves, and equipment
replacement.”

SECTION 6.12.(i)) G.S. 143C-1-1(d)(7) reads as rewritten:

"(7) Certified budget. — The budget as enacted by the General Assembly
including adjustments made for (i) distributions to State agencies from
statewide reserves appropriated by the General Assembly, (ii) distributions
of reserves appropriated to a specific agency by the General Assembly, and
(iii) organizational or budget changes direeted—mandated by the General
Assembly but left to the Director to carry out. Assembly.”

SECTION 6.12.(j) G.S. 143C-3-3 reads as rewritten:

"8 143C-3-3. Budget requests from State agencies in the executive branch.

(b) University of North Carolina System Request. — Notwithstanding subsections—<{€);
{dy—and{e)-of this—section,—pursuantto—the requirement in G.S. 116-11_that the Board of
Governors shal-prepare a unified budget request for all of the constituent institutions of The
University of North Carolina, treluding-repairs and renovations, capital fund requests, and
information technelogy-technology requests shall comply with subsections (c), (d), and (e) of
this section.

(e) Information Technology Request. — In addition to any other information requested
by the Director, any State agency requesting significant State resources, as defined by the
Director, for the purpose of acquiring or maintaining information technology shall accompany
that request with all of the following:

(1) A statement of its needs for information technology and related resources,
including expected improvements to programmatic or business operations,
together with a review and evaluation of that statement prepared by the State
Chief Information Officer.
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2 A statement setting forth the requirements for State resources, together with
an evaluation of those requirements by the State Chief Information Officer
that takes into consideration the State's current technology, the opportunities
for technology sharing, the requirements of Article 3D of Chapter 147 of the
General Statutes, and any other factors relevant to the analysis.

3) A statement by the State Chief Information Officer that sets forth viable
alternatives, if any, for meeting the agency needs in an economical and
efficient manner.

4) In the case of an acquisition, an explanation of the method by which the
acquisition is to be financed.

This subsection shall not apply to requests submitted by the General Assembly.Assembly or
the Administrative Office of the Ceurts,-orFhe-University-of Nerth-Carehina-Courts."”

SECTION 6.12.(k) G.S. 143C-3-5 reads as rewritten:

"8 143C-3-5. Budget recommendations and budget message.

(b) Odd-Numbered Fiseal-Years. — In odd-numbered years the budget recommendations
shall include the following components:

1) A Recommended State Budget setting forth goals for improving the State
with recommended expenditure requirements, funding sources, and
performance information for each State government program and for each
proposed capital improvement. The Recommended State Budget may be
presented in a format chosen by the Director, except that the Recommended
State Budget shall clearly distinguish program continuation requirements,
program reductions, program eliminations, program expansions, and new
programs, and shall explain all proposed capital improvements in the context
of the Six-Year Capltal Improvements Plan and as requwed by

(1a) The Governor's Recommended State Budget shall include a continuation
budget, which shall be presented in the budget support document pursuant to
subdivision (2) of this subsection.

(5) A list of budget adjustments made during the prior fiscal year pursuant to
G.S. 143C-6-4 that are included in the proposed continuation budget for the
upcoming fiscal year.

(© Even-Numbered Fiseal—Years. — In even-numbered years, the Governor may
recommend changes in the enacted budget for the second year of the biennium. These
recommendations shall be presented as amendments to the enacted budget and shall be
incorporated in a recommended Current Operations Appropriation Act and a recommended
Capital Improvements Appropriations Act as necessary. Any recommended changes shall
clearly distinguish program reductions, program eliminations, program expansions, and new
programs, and shall explain all proposed capital improvements in the context of the Six-Year
Capital Improvements Plan and as required by G.S. 143C-8-6. The Governor shall provide
sufficient supporting documentation and accounting detail, consistent with that required by
G.S. 143C-3-5(b), corresponding to the recommended amendments to the enacted budget.

(d) Funds Included in Budget. — Consistent with requirements of the North Carolina
Constitution, Article 5, Section 7(1), the Governor's Recommended State Budget, together with
the Budget Support Document, shall include recommended expenditures of State funds from all
Governmental and Proprietary Funds, as those funds are described in G-S-2143C-1-3:
G.S. 143C-1-3, and all funds established for The University of North Carolina and its
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constituent institutions that are subject to this Chapter. Except where provided otherwise by
federal law, funds received from the federal government become State funds when deposited in
the State treasury and shall be classified and accounted for in the Governor's budget
recommendations no differently than funds from other sources.

SECTION 6.12.(I) G.S. 143C-4-3 reads as rewritten:
"§ 143C-4-3. Repairs and Renovations Reserve-Account-Reserve.

@ Creation and Source of Funds. — The Repairs and Renovations Reserve Aecount-is
established as a reserve in the General Fund. The State Controller shall reserve to the Repairs
and Renovations Reserve Aeeceunt-one-fourth of any unreserved fund balance, as determined
on a cash basis, remaining in the General Fund at the end of each fiscal year.

(b) Use of Funds. — The funds in the Repairs and Renovations Reserve Aceeunt-shall be
used only for the repair and renovation of State facilities and related infrastructure that are
supported from the General Fund. Funds from the Repairs and Renovations Reserve Account
shall be used only for the following types of projects:

1) Roof repairs and replacements;

(2 Structural repairs;

3) Repairs and renovations to meet federal and State standards;

4) Repairs to electrical, plumbing, and heating, ventilating, and air-conditioning
systems;

(5) Improvements to meet the requirements of the Americans with Disabilities
Act, 42 U.S.C. § 12101, et seq., as amended;

(6) Improvements to meet fire safety needs;

@) Improvements to existing facilities for energy efficiency;

(8) Improvements to remove asbestos, lead paint, and other contaminants,
including the removal and replacement of underground storage tanks;

9) Improvements and renovations to improve use of existing space;

(10)  Historical restoration;

(11) Improvements to roads, walks, drives, utilities infrastructure; and

(12) Drainage and landscape improvements.

Funds from the Repairs and Renovations Reserve Aeceeunt—shall not be used for new
construction or the expansion of the building area (sg. ft.) of an existing facility unless required
in order to comply with federal or State codes or standards.

(© Use of Funds. — Funds Available Only Upon Appropriation. — Funds reserved to the
Repairs and Renovations Reserve Aeceunt-shall be available for expenditure only upon an act
of appropriation by the General Assembly.

(d) Board—ef-Governors—May-Allocate—Allocation and Reallocation of Funds te—for
Particular Projects. — Any funds in the Reservefor-Repairs and Renovations Reserve that are
allocated to the Board of Governors of The University of North Carolina or to the Office of
State Budget and Management may be allocated or reallocated by the-Beard-those agencies for

repalrs and renovatlons prOJects S0 Iong as @)—mqy—pmjeet—thafc—meewes—an—aueeau%—e#

following condltlons are satlsfled
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(1) Any project that receives an allocation or reallocation satisfies the
requirements of subsection (b) of this section.

(2) If the allocation or reallocation of funds from one project to another under
this section is two million five hundred thousand dollars ($2,500,000) or
more for a particular project, the Office of State Budget and Management or
the Board of Governors, as appropriate, consults with the Joint Legislative
Commission _on Governmental Operations prior to the expenditure or
reallocation.

3) If the allocation or reallocation of funds from one project to another under
this section is less than two million five hundred thousand dollars
($2,500,000) for a particular project, the allocation or reallocation of funds is
reported to the Joint Legislative Commission on Governmental Operations
within 60 days of the expenditure or reallocation.

SECTION 6.12.(m) G.S. 143C-5-2 reads as rewritten:
"8 143C-5-2. Order of appropriations bills.

(a) Each house of the General Assembly shall first pass its version of the Current
Operations Appropriations Act on third reading and order it sent to the other chamber before
placing any other appropriations bill on the calendar for second reading. This section does not
apply to the following bills:

(1)  An appropriations bill to respond to an emergency as defined by
G.S. 166A-19.3.

(2)  Anappropriations bill making adjustments to the current year budget.

3) An appropriations bill authorizing continued operations at current funding
levels.

4) In even-numbered years, an appropriations bill that contains a statement that
the General Assembly does not intend to enact a Current Operations
Appropriations Act that year.

(b)  The provisions of subsection (a) of this section shall apply to each fiscal year of the

biennium."

SECTION 6.12.(n) G.S. 143C-6-1 reads as rewritten:
"8 143C-6-1. Budget enacted by the General Assembly; certified budgets of State
agencies.

(b) Departmental Receipts. — Departmental receipts collected to support a program or
purpose shall be credited to the fund from which appropriations have been made to support that
program or purpose._A State agency shall expend departmental receipts first, including receipts
in excess of the amount of receipts budgeted in the certified budget for the program or purpose,

and shall expend other funds appropriated for the purpose or program only to the extent that

receipts are insufficient to meet the costs anticipated in the certified budget.

Except as authorized in G.S. 143C-6-4, excess departmental receipts shall not be used to
increase expenditures for a purpose or program."
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(o) Certification of the Budget. — The Director of the Budget shall certify to each State
agency the amount appropriated to it for each program and each object from all governmental
and—proprietary—funds—funds included in the budget as defined is G.S. 143C-3-5(d). The
certified budget for each State agency shall reflect the total of all appropriations enacted for
each State agency by the General Assembly in the Current Operations Appropriations Act, the
Capital Improvements Appropriations Act, and any other act affecting the State budget. The
certified budget for each State agency shall follow the format of the Budget Support Document
as modified to reflect changes enacted by the General Assembly."

SECTION 6.12.(0) G.S. 143C-6-4 reads as rewritten:
"8 143C-6-4. Budget Adjustments Authorized.

@) Findings. — The General Assembly recognizes that even the most thorough budget
deliberations may be affected by unforeseeable events—Underevents; therefore, under the
limited circumstances set forth in this section, the Director may-is authorized to adjust the

enacted budget by making transfers among lines of expenditure, purposes, or programs or by
mcreasmg expendltures funded by departmental recelpts—ult}eIer—ne—erFeerms—ta:Prees—he\,tveveJL

(b) Adjustments—to-the—Certified-Budget.Budget Adjustments. — Notwithstanding the
provisions of G.S. 143C-6-1, a State agency may, with approval of the Director of the Budget,

spend more than was authorized-appropriated in the certified budget by adjusting the authorized
budget for all of the following:

1) Line items within programs. — An object or line item within a purpose or
program so long as the total amount expended for the purpose or program is
no more than was authorized in the certified budget for the purpose or
program.

2 Responses to extraordinary events. — A purpose or program if the
overexpenditure of the purpose or program is:

a. Required by a court or Industrial Commission order;
b. Authorized under G.S.166A-19.40(a) of the North Carolina
Emergency Management Act; or
C. Required to call out the North Carolina National Guard.
3) Responses to unforeseen circumstances. — A purpose or program not subject

to the provisions of subdivision (b)(2) of this subsection—but-onhy-ir-accord
with-thefollowingrestrictions—(i)-the-subsection, if each of the following

conditions is satisfied:

a. The overexpenditure is required to continue the purpose or programs
due to complications or changes in circumstances that could not have
been foreseen when the budget for the fiscal period was enacted—{H)

the-enacted.

b. The scope of the purpose or program is not inereased—(H)
theincreased.

c. The overexpenditure is authorized on a ronrrecurring-basis—and-{iv)

ene-time-nonrecurring basis for one year only.

(b1) If the overexpenditure would cause a department's total requirements for a fund to
exceed the department's certified budget for a fiscal year for that fund by more than three
percent (3%), the Director shall consult with the Joint Legislative Commission on
Governmental Operations prior to authorizing the overexpenditure.
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(b2)  Subsection (b) of this section shall not be construed to authorize budget adjustments
that cause General Fund expenditures, excluding expenditures from General Fund receipts, to
exceed General Fund appropriations for a department.

SECTION 6.12.(p) G.S. 143C-6-21 reads as rewritten:
"8 143C-6-21. Payments to nonprofits.
Except as otherwise provided by law, an annual appropriation of one hundred thousand
dollars ($100,000) or less to or for the use of a nonprofit corporation shal-may be made in a
single annual payment—payment, in the discretion of the Director of the Budget. An annual

appropriation of more than one hundred thousand dollars ($100,000) to or for the use of a
nonprofit corporation shall be made in quarterly or monthly payments, in the discretion of the
Director of the Budget."”
SECTION 6.12.(q) G.S. 143C-7-2(a) reads as rewritten:
"(a) Plans Submitted and Reviewed. — The Secretary of each State agency that receives
and administers federal Block Grant funds shall prepare and submit the agency's Block Grant
plans to the D|rector of the Budget The Director of the Budget shall submit the Block Grant

year—the General Assembly as part of the Recommended State Budqet submrtted pursuant to
G.S. 143C-3-5."

SECTION 6.12.(r) G.S. 143C-8-2 reads as rewritten:
"8 143C-8-2. Capital facilities inventory.

(a) The Department of Administration shall develop and maintain an automated
inventory of all facilities owned by State agencies pursuant to G.S. 143-341(4). The inventory
shall include the location, occupying agency, ownership, size, description, condition
assessment, maintenance record, parking and employee facilities, and other information to
determine maintenance needs and prepare life-cycle cost evaluations of each facility listed in
the inventory. The Department of Administration shall update and publish the inventory at least
once every three years. The Department shall also record in the inventory acquisitions of new
facilities and significant changes in existing facilities as they occur.

(b) No later than October 1 of each even-numbered year, the Department of
Administration shall provide a summary of the information maintained in the inventory
described in subsection (a) of this section to the Fiscal Research Division of the Legislative
Services Commission. This summary shall include all of the following:

(1) A summary of the number, type, square footage or acreage, and condition of
facilities allocated to or owned by each State agency.

(2) A summary of the geographical distribution of State facilities.

(3)  An estimate of the percentage increase or decrease of square footage or
acreage allocated to or owned by each State agency since the last report was
submitted pursuant to this subsection.

(4)  Any other information requested by the Fiscal Research Division."

SECTION 6.12.(s) G.S. 143C-9-7(b) reads as rewritten:

"(b) Funds-Upon appropriation by the General Assembly, funds received in the Indian

Gaming Education Revenue Fund are—hereby—appropriated—as—received-to—the StatePublic
School-Fund-forquarterly-alotmentshall be allocated quarterly by the State Board of Education

to local school administrative units, charter schools, and regional schools on the basis of
allotted average daily membership. The funds allotted by the State Board of Education pursuant
to this section shall be nonreverting. Funds received pursuant to this section by local school
administrative units shall be expended for classroom teachers, teacher assistants, classroom
materials or supplies, or textbooks."
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PART VII. INFORMATION TECHNOLOGY

INFORMATION TECHNOLOGY FUND

SECTION 7.1. The availability used to support appropriations made in this act
from the Information Technology Fund established in G.S. 147-33.72H is as follows:

FY 2013-2014

FY 2014-2015

General Fund Appropriation for IT Fund $6,053,142 $6,055,342
General Fund Appropriation for

Government Data Analytics Center 3,000,000 4,417,515

Interest $2,200 $2,200

IT Fund Balance, June 30 $0 $0

Total Funds Available $9,055,342 $10,475,057

Appropriations are made from the Information Technology Fund for the 2013-2015 fiscal

biennium as follows:
Information Technology Operations

Criminal Justice Information Network $189,563 $189,563
Center for Geographic Information and Analysis $495,338 $495,338
Enterprise Security Risk Management $864,148 $864,148
Enterprise Project Management Office $1,473,285 $1,473,285
Architecture and Engineering $851,986 $851,986
State Web Site $224,741 $224,741
Enterprise Licenses $33,000 $33,000
Subtotal Information Technology Operations $4,132,061 $4,132,061
Information Technology Projects
Government Data Analytics Center $3,000,000 $4,417,515
IT Consolidation $1,021,081 $1,021,081
Electronic Forms/Digital Signatures $900,000 $900,000
Subtotal Information Technology Projects $4,921,081 $6,338,596
Total $9,053,142 $10,470,657

Unless a change is approved by the State Chief Information Officer after
consultation with the Office of State Budget and Management, funds appropriated to the
Information Technology Fund shall be spent only as specified in this section. Changes shall not
result in any degradation to the information technology operations or projects listed in this
section for which the funds were originally appropriated.

Any changes to the specified uses shall be reported in writing to the Chairs of the
Joint Legislative Oversight Committee on Information Technology, the Chair and Cochair of
the House Appropriations Subcommittee on Information Technology, and the Fiscal Research
Division.

INFORMATION TECHNOLOGY INTERNAL SERVICE FUND
SECTION 7.2.(a) G.S. 147-33.88 reads as rewritten:

"8 147-33.88. Informatlon technology budqet development and reports
(@)

State—BHdget—and4wanagement—pnel;te—AmH—l—eLeaeh—yeaFThe Offlce of Informatlon

Technology Services (ITS) shall develop an annual budget for review and approval by the

Office of State Budget and Management (OSBM) in accordance with a schedule prescribed by

the Director of the Office of State Budget and Management. The approved Information
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Technology Internal Service Fund budget shall be included in the Governor's budget
recommendations to the General Assembly.

The Office of State Budget and Management shall ensure that State agencies have an
opportunity to adjust their budgets based on any rate changes proposed by the Office of
Information Technology Services and approved by the Office of State Budget and
Management.

(b) The Office shall report to the Joint Legislative Oversight Committee on Information
Technology and the Fiscal Research Division on the Office's Internal Service Fund on a
quarterly basis, no later than the first day of the second month following the end of the quarter.
The report shall include current cash balances, line-item detail on expenditures from the
previous quarter, and anticipated expenditures and revenues. The Office shall report to the Joint
Legislative Oversight Committee on Information Technology and the Fiscal Research Division
on expenditures for the upcoming quarter, projected year-end balance, and the status report on
personnel position changes including new positions created and existing positions eliminated.
The Office spending reports shall comply with the State Accounting System object codes."

SECTION 7.2.(b) IT Internal Service Fund. — For each year of the 2013-2015
fiscal biennium, receipts for the IT Internal Service Fund shall not exceed one hundred ninety
million dollars ($190,000,000), excluding a 60-day balance for contingencies. Rates approved
by the Office of State Budget and Management (OSBM) to support the IT Internal Service
Fund shall be based on this fund limit. In the event the Fund exceeds the required limit, rates
shall be adjusted within 30 days. In the event that an increase in receipts for the IT Internal
Service Fund is required, the Office of Information Technology services may only implement
the increase after consultation with the Joint Legislative Commission on Governmental
Operations.

SECTION 7.2.(c) Rate Setting. — By October 31, 2013, the State Chief Information
Officer shall establish consistent, fully transparent, easily understandable rates that reflect
industry standards for each service for which any agency is charged. A report explaining the
rate structure shall be submitted to the Joint Legislative Commission on Governmental
Operations, the Chairs of the Joint Legislative Oversight Committee on Information
Technology, the House Appropriations Subcommittee on Information Technology, and the
Fiscal Research Division. An interim report shall be submitted by July 30, 2013. Overhead
charges to agencies shall be consistently applied and shall reflect industry standards for the
particular service. Rate increases shall require the approval of OSBM and consultation with the
Joint Legislative Commission on Governmental Operations. Rate reductions may be
implemented following notification of OSBM.

SECTION 7.2.(d) Agency Billing and Payments. — The State Chief Information
Officer shall ensure that bills from the Office of Information Technology Services are easily
understandable and fully transparent. If a State agency fails to pay its IT Internal Service Fund
bill within 30 days of receipt, the Office of State Budget and Management may transfer funds
from the agency to fully or partially cover the cost of the bill from that agency to the IT Internal
Service Fund, following notification of the affected agency.

SECTION 7.2.(e) Unspecified Uses. — Any uses of the IT Internal Service Fund
not specifically related to the operation of the Office of Information Technology Services, to
include any transfers to other State agencies, shall immediately be reported to the Office of
State Budget and Management and the Fiscal Research Division with a detailed explanation as
to why it was necessary to use the Fund. The State Chief Information Officer may use the IT
Internal Service Fund, and any other available resources, to accelerate desktop remediation and
associated software upgrades, if it is in the State's best interest.

INFORMATION TECHNOLOGY RESERVE FUND
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SECTION 7.3.(a) Funds in the Reserve for Information Technology for the
2013-2014 fiscal year consist of the sum of thirty-one million dollars ($31,000,000)
appropriated from the General Fund. Funds in the Reserve for Information Technology for the
2014-2015 fiscal year consist of the sum of thirty-six million dollars ($36,000,000)
appropriated from the General Fund.

SECTION 7.3.(b) The Information Technology Reserve Fund shall be established
in the Office of the State Chief Information Officer (CIO). It shall be interest-bearing and
nonreverting. The State CIO shall follow established procedures for project approval.
Appropriations are made from the Information Technology Reserve Fund for the 2013-2015
fiscal biennium as follows:

FY 2013-2014 FY 2014-2015

Prepare/Focus $250,000 $0
Plan $1,752,806 $2,232,321
Build $1,057,353 $2,754,163
Remediation $1,100,000 $600,000
Security $1,571,394 $392,788
Network Simplification $0 $5,250,000
Desktop Remediation $16,000,000 $14,300,000
Desktop Software Licenses $7,615,000 $2,300,000
Operate $985,446 $685,446
Customer Data $400,000 $1,000,000
Secure Sign-On $0 $6,350,000
Innovation Center $0 $0

SECTION 7.3.(c) By August 1, 2013, the State Chief Information Officer shall
provide a time line for completing initiatives included in the IT Reserve Fund to the Joint
Legislative Oversight Committee on Information Technology, the House Appropriations
Subcommittee on Information Technology, and the Fiscal Research Division. The time line
shall include the dates for completion of a strategic plan, an enterprise architecture, a new
business case methodology, and implementation of a new project management process. Not
later than the dates specified in the time line, each of these documents shall be submitted to the
Joint Legislative Oversight Committee on Information Technology, the House Appropriations
Subcommittee on Information Technology, and the Fiscal Research Division.

INFORMATION TECHNOLOGY OPERATIONS

SECTION 7.4.(a) The Office of the State Chief Information Officer (CIO) shall
develop an inventory of servers and server locations in State agencies. Based on this inventory,
the State CIO shall develop a plan to consolidate agency servers in State-owned data centers.
By November 1, 2013, the State CI1O shall provide a written plan for accomplishing this to the
Joint Legislative Oversight Committee on Information Technology and the Fiscal Research
Division.

SECTION 7.4.(b) The Office of the State CIO shall identify information
technology applications that are hosted by vendors that are not backed up on State-owned
infrastructure. The State CIO shall work with impacted State agencies to develop a plan to
ensure that any State agency application hosted by a vendor is backed up on State-owned
infrastructure. By January 1, 2014, the State CIO shall provide a plan for accomplishing this to
the Joint Legislative Oversight Committee on Information Technology and the Fiscal Research
Division.

SECTION 7.4.(c) G.S. 147-33.80 reads as rewritten:

"§ 147-33.80. Exempt agencies.
Except as otherwise specifically provided by law, this Article shall not apply to the General
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nstitutions—-Assembly or to the Judicial Department. These agencies may elect to participate in
the information technology programs, services, or contracts offered by the Office, including
information technology procurement, in accordance with the statutes, policies, and rules of the
Office.”

STATEWIDE INFORMATION TECHNOLOGY PROCUREMENT

SECTION 7.5. Statewide information technology procurement shall be funded
through fees charged to agencies using the services of the Statewide Information Technology
Procurement Office. The Office of the State Chief Information Officer (CIO) shall provide to
the Office of State Budget and Management (OSBM) a fee schedule to allow cost recovery. If
an agency fails to pay for services within 30 days of billing, OSBM shall transfer the unpaid
amount to the State Information Technology Procurement Office, following notification of the
affected agency.

PUBLIC SCHOOL PROCUREMENT OF INFORMATION TECHNOLOGY

SECTION 7.6.(a) The State Chief Information Officer (CIO) shall work with the
North Carolina Department of Public Instruction (DPI) and the Governor's Education Council
to implement public school cooperative purchasing agreements for the procurement of
information technology (IT) goods and services to support public schools. For purposes of this
section, the phrase "public school cooperative purchasing agreement” means an agreement
implemented pursuant to this section and available for local school administrative units,
regional schools, charter schools, or some combination thereof, providing for collaborative or
collective purchases of information technology goods and services in order to leverage
economies of scale and to reduce costs.

SECTION 7.6.(b) Each public school cooperative purchasing agreement shall be
based on a defined statewide information technology need to support education in the public
schools. Each public school cooperative purchasing agreement shall allow for equal access to
technology tools and services and shall provide a standard competitive cost throughout North
Carolina for each tool or service. Public school cooperative purchasing agreements shall follow
State information technology procurement laws, rules, and procedures.

SECTION 7.6.(c) By October 1, 2013, and quarterly thereafter, the Office of the
State CIO and DPI shall report on the establishment of public school cooperative purchasing
agreements, savings resulting from the establishment of the agreements, and any issues
impacting the establishment of the agreements. The reports shall be made to the Joint
Legislative Oversight Committee on Information Technology, the Joint Legislative Education
Oversight Committee, and the Fiscal Research Division.

INFORMATION TECHNOLOGY CONTRACTS

SECTION 7.7.(a) SCIO Review. — The State Chief Information Officer (CIO)
shall review all State information technology (IT) contracts and shall develop a plan to
consolidate duplicate IT contracts and multiple IT contracts with the same vendor.

SECTION 7.7.(b) Sole Sourcing Limited. — State IT contracts, including
extensions of the period of performance or expansion of the scope of existing contracts, shall
not be sole sourced, unless the State CIO grants a specific exception to allow sole sourcing. The
State CIO shall immediately report any exceptions granted to the Joint Legislative Oversight
Committee on Information Technology and the Fiscal Research Division. The report shall
explain the reasons why any sole sourcing was deemed to be appropriate.

SECTION 7.7.(c) Contract Payments. — State payments under information
technology contracts must be in return for value received or benefits conferred to the State in
accordance with timely vendor performance of the contract. Therefore, all payments made by
the State under information technology contracts shall be linked to vendor completion of
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specified performance standards and measures, the delivery of deliverables required under the
contract, or both. State information technology contracts shall include terms requiring that
vendors meet specific benchmarks within specified time periods. If vendors fail to meet
benchmarks within the specified time period, the State CIO shall suspend or terminate the
contract. If an agency develops a detailed risk versus reward analysis in advance that (i) is
reviewed and approved by the Office of the State CIO and the Office of State Budget and
Management and (ii) reflects industry practices, then contract payments provisions may
consider the level of risk that a vendor assumes under the contract.

SECTION 7.7.(d) State Intellectual Property. — In any IT contract in which the
State funds any portion of the development of intellectual property, the State shall own and
shall have a financial interest in the IT-related intellectual property developed with State funds.
The State's financial interest shall be specified in all contracts written in association with the
development of the intellectual property. The Office of the State CIO shall review and approve
any contract provisions related to the State's interest in intellectual property. This subsection
shall not apply to the development of intellectual property by (i) The University of North
Carolina, (ii) any other college or university in North Carolina, or (iii) any nonprofit with
regard to State-funded biotechnology research done by that nonprofit.

SECTION 7.7.(e) Guaranteed Savings. — If a selected vendor presents a proposal
quantifying savings to the State over a specific time period, the savings shall be considered
guaranteed. To ensure that the State receives the guaranteed savings, the vendor shall provide
security to the State in the form acceptable to the Office of the State Treasurer and in an
amount equal to one hundred percent (100%) of the total cost of the guaranteed savings
contract to ensure the vendor's faithful performance. Any bonds required under this section
shall be subject to the provisions of Article 3 of Chapter 44A of the General Statutes. If the
savings resulting from a guaranteed contract are not as great as projected under the contract and
all required shortfall payments to the State have not been made, the State Chief Information
Officer may terminate the contract without incurring any additional obligation to the vendor.

SECTION 7.7.(f) Enterprise Contracts. — The State Chief Information Officer shall
consult participating agency chief information officers and obtain approval from the Office of
State Budget and Management prior to the initiation of any enterprise project or contract and
shall ensure that enterprise project and contract costs are allocated to participating agencies in
an equitable manner. Enterprise agreements shall not exceed the participating State agencies'
ability to financially support the contracts.

The State CI1O shall not enter into any enterprise information technology contracts
without obtaining written agreements from participating State agencies regarding the
apportionment of the contract cost. State agencies agreeing to participate in a contract shall:

1) Ensure that sufficient funds are budgeted to support their agreed shares of

enterprise contracts throughout the life of the contract.

2) Transfer the required funding to the Information Technology Internal

Service Fund in sufficient time for the Office of Information Technology
Services to meet vendor contract requirements.

SECTION 7.7.(g) Three-Year Contracts. — Notwithstanding the cash management
provisions of G.S. 147-86.11, the Office of Information Technology Services may procure
information technology goods and services for periods up to a total of three years where the
terms of the procurement contracts require payment of all, or a portion, of the contract price at
the beginning of the contract agreement. All of the following conditions shall be met before
payment for these agreements may be disbursed:

Q) Any advance payment can be accomplished within the IT Internal Service

Fund budget.
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2 The State Controller receives conclusive evidence that the proposed
agreement would be more cost-effective than a multiyear agreement that
complies with G.S. 147-86.11.

3) The procurement complies in all other aspects with applicable statutes and
rules.

4) The proposed agreement contains contract terms that protect the financial
interest of the State against contractor nonperformance or insolvency
through the creation of escrow accounts for funds, source codes, or both, or
by any other reasonable means that have legally binding effect.

The Office of State Budget and Management shall ensure the savings from any authorized
agreement shall be included in the IT Internal Service Fund rate calculations before approving
annual proposed rates. Any savings resulting from the agreements shall be returned to agencies
included in the contract in the form of reduced rates. Beginning October 1, 2013, ITS shall
submit a quarterly written report of any authorizations granted under this section to the Joint
Legislative Oversight Committee on Information Technology and the Fiscal Research Division.

SECTION 7.7.(h) Develop State IT Contract Expertise. — The State CIO, the
Office of State Personnel Management, and the University of North Carolina School of
Government shall work jointly to create a career path for information technology contracting
professionals that includes defined qualifications, career progression, training opportunities,
and appropriate compensation. By March 1, 2014, the UNC School of Government shall submit
a report on efforts to create the career path for government information technology contracting
professionals to the Joint Legislative Oversight Committee on Information Technology and the
Fiscal Research Division.

INFORMATION TECHNOLOGY PERSONAL SERVICES CONTRACT
REQUIREMENTS

SECTION 7.8. Notwithstanding any provision of law to the contrary, no contract
for information technology personal services, or that provides personnel to perform information
technology functions, may be established or renewed without written approval from the
Statewide Information Technology Procurement Office and the Office of State Budget and
Management. To facilitate compliance with this requirement, the Statewide Information
Technology Procurement Office shall develop and document the following:

1) Standards for determining whether it is more appropriate for an agency to

hire an employee or use the services of a vendor.

(2) A process to monitor all State agency personal services contracts, as well as
any other State contracts providing personnel to perform information
technology functions.

3) A process for obtaining approval of contractor positions.

The Statewide Information Technology Procurement Office shall review current
personal services contracts and determine if each contractor is performing a function that could
more appropriately be performed by a State employee. Where the determination is made that a
State employee should be performing the function, the Statewide Information Technology
Procurement Office shall work with the impacted agency and the Office of State Personnel to
identify or create the position.

Beginning October 1, 2013, the Statewide Information Technology Procurement
Office shall report to the Joint Legislative Oversight Committee on Information Technology
and the Fiscal Research Division on its progress toward standardizing information technology
personal services contracts. In addition, the report shall include detailed information on the
number of personal service contractors in each State agency, the cost for each, and the
comparable cost (including benefits) of a State employee serving in that capacity rather than a
contractor.
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PREVENT DUPLICATION OF INFORMATION TECHNOLOGY CAPABILITIES

SECTION 7.9.(a) The Office of the State Chief Information Officer (CIO) shall

develop a plan and adopt measures to prevent the duplication of information technology
capabilities and resources across State agencies. When multiple agencies require the same, or
substantially similar, information technology capabilities, the State CIO shall designate one
State agency as the lead to coordinate and manage the capability for all State agencies, with the
State CIO maintaining oversight of the effort. By October 1, 2013, the State CIO shall provide
this plan to the Joint Legislative Oversight Committee on Information Technology and the
Fiscal Research Division.

SECTION 7.9.(b) The Office of the State Chief Information Officer shall do all of

the following to carry out the purposes of this section:
1) Review all current and future information technology projects to determine
whether the capabilities required for each project already exist in a planned,
ongoing, or completed information technology project developed by another
State agency. For projects where the capability already exists, the Office of
the State CIO shall assist the agency with implementing the existing
capability.
2 Identify existing projects that can best support a specific information
technology capability for multiple agencies and work to transition all
agencies requiring the specific capability to the identified projects.
3) When State agencies request approval for new projects, determine if the
information technology project can be implemented using an existing
application, or if the new project has the potential to support multiple
agencies' requirements.
4) Provide quarterly reports on progress toward eliminating duplication to the
Joint Legislative Oversight Committee on Information Technology and the
Fiscal Research Division.
(5) Ensure that contracts for information technology allow the addition of other
agencies' requirements within the terms of the existing contracts.
SECTION 7.9.(c) All State agencies shall coordinate any Geographic Information
System (GIS) initiatives through the Center for Geographic Information and Analysis (CGIA)
in the Office of Information Technology Services, as well as the Office of the State CIO, to
ensure that existing capabilities are not being duplicated. The CGIA shall monitor and approve
all new GIS-related information technology projects and expansion budget requests. By
January 1 of each year, the CGIA shall submit a written report on GIS duplication to the Joint
Legislative Oversight Committee on Information Technology and the Fiscal Research Division.

The CGIA shall conduct a review of all GIS applications in State agencies, identify
instances of duplication for existing applications, and develop a plan for consolidating
duplicative projects. By November 1, 2013, the CGIA shall provide a report on the review to
the Joint Legislative Oversight Committee on Information Technology and the Fiscal Research
Division.

GOVERNMENT DATA ANALYTICS/DATA SHARING
SECTION 7.10.(a) G.S. 20-7(b2) reads as rewritten:

"(b2) Disclosure of Social Security Number. — The social security number of an applicant
is not a public record. The Division may not disclose an applicant's social security number
except as allowed under federal law. A violation of the disclosure restrictions is punishable as
provided in 42 U.S.C. § 408, as amended.

In accordance with 42 U.S.C. 405 and 42 U.S.C. 666, as amended, the Division may
disclose a social security number obtained under subsection (b1) of this section only as follows:
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1) For the purpose of administering the driver's license laws.

2) To the Department of Health and Human Services, Child Support
Enforcement Program for the purpose of establishing paternity or child
support or enforcing a child support order.

(3) To the Department of Revenue for the purpose of verifying taxpayer
identity.

4 To the Office of Indigent Defense Services of the Judicial Department for
the purpose of verifying the identity of a represented client and enforcing a
court order to pay for the legal services rendered.

(5) To each county jury commission for the purpose of verifying the identity of
deceased persons whose names should be removed from jury lists.

(6) To the Office of the State Controller for the purposes of
G.S. 143B-426.38A."

SECTION 7.10.(b) G.S. 20-43(a) reads as rewritten:

"(@)  All records of the Division, other than those declared by law to be confidential for
the use of the Division, shall be open to public inspection during office hours in accordance
with G.S. 20-43.1. A phetegraphicHnage-or-signature recorded in any format by the Division
for a drivers license or a special identification card is confidential and shall not be released
except for law enforcement purposes._A photographic image recorded in any format by the
Division for a drivers license or a special identification card is confidential and shall not be
released except for law enforcement purposes or to the Office of the State Controller for the
purposes of G.S. 143B-426.38A."

SECTION 7.10.(c) G.S. 105-259(b) is amended by adding a new subdivision to

read:
"(44) To furnish tax information to the Office of the State Controller under
G.S. 143B-426.38A. The use and reporting of individual data may be
restricted to only those activities specifically allowed by law when potential
fraud or other illegal activity is indicated."
SECTION 7.10.(d) Part 28 of Article 9 of Chapter 143B of the General Statutes is
amended by adding a new section to read:
"8 143B-426.38A. Government Data Analytics Center; State data-sharing requirements.
(a) State Government Data Analytics. — The State shall initiate across State agencies,
departments, and institutions a data integration and data-sharing initiative that is not intended to
replace transactional systems but is instead intended to leverage the data from those systems for
enterprise-level State business intelligence.
(1)  Creation of initiative. — In carrying out the purposes of this section, the
Office of the State Controller shall conduct an ongoing, comprehensive
evaluation of State data analytics projects and plans in order to identify data
integration and business intelligence opportunities that will generate greater
efficiencies _in, and improved service delivery by, State agencies,
departments, and institutions. The State Controller and State CIO shall
continue to utilize public-private partnerships and existing data integration
and analytics contracts and licenses as appropriate to continue the
implementation of the initiative.
(2)  Application to State government. — The initiative shall include all State
agencies, departments, and institutions, including The University of North
Carolina.
3) Governance. — The State Controller shall lead the initiative established
pursuant to this section. The Chief Justice of the North Carolina Supreme
Court_and the Legislative Services Commission each shall designate an
officer or agency to advise and assist the State Controller with respect to
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implementation of the initiative in their respective branches of government.

The judicial and legislative branches shall fully cooperate in the initiative

mandated by this section in the same manner as is required of State agencies.

(b)  Government Data Analytics Center. —

1)

GDAC established. — There is established in the Office of the State

Controller the Government Data Analytics Center (GDAC). GDAC shall

assume the work, purpose, and resources of the current data integration

effort in the Office of the State Controller and shall otherwise advise and

assist the State Controller in the management of the initiative. The State

Controller shall make any organizational changes necessary to maximize the

effectiveness and efficiency of GDAC.

Powers and duties of the GDAC. — The State Controller shall, through the

GDAC, do all of the following:

a.

=

=" | |2
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=

Continue and coordinate ongoing enterprise data integration efforts,

including:

1. The deployment, support, technology improvements, and
expansion for the Criminal Justice Law Enforcement
Automated Data System (CJLEADS).

2. The pilot and subsequent phase initiative for the North
Carolina ___Financial Accountability and  Compliance
Technology System (NCFACTS).

3. Individual-level student data and workforce data from all
levels of education and the State workforce.
4. Other capabilities developed as part of the initiative.

Identify technologies currently used in North Carolina that have the
capability to support the initiative.

Identify other technologies, especially those with unigue capabilities,
that could support the State's business intelligence effort.

Compare capabilities and costs across State agencies.

Ensure implementation is properly supported across State agencies.
Ensure that data integration and sharing is performed in a manner
that preserves data privacy and security in transferring, storing, and
accessing data, as appropriate.

Immediately seek any waivers and enter into any written agreements
that may be required by State or federal law to effectuate data sharing
and to carry out the purposes of this section.

Coordinate data requirements and usage for State business
intelligence applications in_a manner that (i) limits impacts on
participating State agencies as those agencies provide data and
business knowledge expertise and (ii) assists in defining business
rules so the data can be properly used.

Recommend the most cost-effective and reliable long-term hosting
solution for enterprise-level State business intelligence as well as
data integration, notwithstanding Section 6A.2(f) of S.L. 2011-145.

©) Implementation of the Enterprise-Level Business Intelligence Initiative. —

(1)

Page 34

Phases of the initiative. — The initiative shall cycle through these phases on

an ongoing basis:

a.

Phase | requirements. — In the first phase, the State Controller
through GDAC shall:
1. Inventory existing State agency business intelligence projects,

both completed and under development.
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2. Develop a plan of action that does all of the following:
l. Defines the program requirements, objectives, and end
state of the initiative.
[1. Prioritizes projects and stages of implementation in a
detailed plan and benchmarked time line.
1 Includes the effective coordination of all of the State's
current data integration initiatives.
Utilizes a common approach that establishes standards
for _business intelligence initiatives for all State
agencies and prevents the development of projects
that do not meet the established standards.

V. Determines costs associated with the development
efforts and identifies potential sources of funding.

VI. Includes a privacy framework for business
intelligence consisting of adequate access controls and
end user security requirements.

VII. Estimates expected savings.

3. Inventory existing external data sources that are purchased by

State agencies to determine whether consolidation of licenses
is appropriate for the enterprise.

4. Determine whether current, ongoing projects support the
enterprise-level objectives.
5. Determine whether current applications are scalable or are

applicable for multiple State agencies or both.
Phase Il requirements. — In the second phase, the State Controller
through the GDAC shall:

1. Identify redundancies and recommend to the State CIO any
projects that should be discontinued.

2. Determine where gaps exist in_current or potential
capabilities.

Phase 11l requirements. — In the third phase:

1. The State Controller through GDAC shall incorporate or
consolidate existing projects, as appropriate.

2. The State Controller shall, notwithstanding G.S. 147-33.76 or
any rules adopted pursuant thereto, eliminate redundant
business intelligence projects, applications, software, and
licensing.

3. The State Controller through GDAC shall complete all
necessary steps to ensure data integration in a manner that
adequately protects privacy.

Project Management. — The State CIO shall ensure that all current and new

business intelligence/data analytics projects are in compliance with all State

laws, policies, and rules pertaining to information technology procurement,

project management, and project funding and that they include quantifiable

and verifiable savings to the State. The State CIO shall report to the Joint

Leqgislative Oversight Committee on Information Technology on projects

that are not achieving projected savings. The report shall include a proposed

corrective action plan for the project.

The Office of the State ClIO, with the assistance of the Office of State

Budget and Management, shall identify potential funding sources for
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expansion of existing projects or development of new projects. No GDAC
project shall be initiated, extended, or expanded:

a. Without the specific approval of the General Assembly unless the
project can be implemented within funds appropriated for GDAC
projects.

b. Without prior consultation to the Joint Legislative Commission on

Governmental Operations and a report to the Joint Legislative
Oversight Committee on Information Technology, if the project can
be implemented within funds appropriated for GDAC projects.

(d) Funding. — The Office of the State Controller, with the support of the Office of State
Budget and Management, shall identify and make all efforts to secure any matching funds or
other resources to assist in funding this initiative. Savings resulting from the cancellation of
projects, software, and licensing, as well as any other savings from the initiative, shall be
returned to the General Fund and shall remain unexpended and unencumbered until
appropriated by the General Assembly in a subsequent fiscal year. It is the intent of the General
Assembly that expansion of the initiative in subsequent fiscal years be funded with these
savings and that the General Assembly appropriate funds for projects in accordance with the
priorities identified by the Office of the State Controller in Phase | of the initiative.

(d1) Appropriations. — Of the funds appropriated to the Information Technology Fund,
the sum of three million dollars ($3,000,000) for the 2013-2014 fiscal year and the sum of four
million four hundred seventeen thousand five hundred fifteen dollars ($4,417,515) for the
2014-2015 fiscal year shall be used to support the GDAC and NCFACTS. Of these funds, the
sum of one million four hundred seventeen thousand five hundred fifteen dollars ($1,417,515)
shall be used in each fiscal year of the 2013-2015 biennium for OSC internal costs. For fiscal
year 2014-2015, of the funds generated by GDAC and NCFACTS projects and returned to the
General Fund, the sum of up to five million dollars ($5,000,000) is appropriated to fund GDAC
and NCFACTS, to include vendor payments. Prioritization for the expenditure of these funds
shall be for State costs associated with GDAC first, then vendor costs second. Funds in the
2013-2015 fiscal year budgets for GDAC and NCFACTS shall be used solely to support the
continuation for these priority project areas.

(e) Reporting. — The Office of the State Controller shall:

(1)  Submit and present quarterly reports on the implementation of Phase | of the
initiative and the plan developed as part of that phase to the Chairs of the
House of  Representatives  Appropriations and  Senate  Base
Budget/Appropriations  Committees, to the Joint Legislative Oversight
Committee on Information Technology, and to the Fiscal Research Division
of the General Assembly. The State Controller shall submit a report prior to
implementing any improvements, expending funding for expansion of
existing business intelligence efforts, or establishing other projects as a
result of its evaluations, and quarterly thereafter, a written report detailing
progress on, and identifying any issues associated with, State business
intelligence efforts.
(2)  Report the following information as needed:
a. Any failure of a State agency to provide information requested
pursuant to this section. The failure shall be reported to the Joint
Legislative Oversight Committee on Information Technology and to
the Chairs of the House of Representatives Appropriations and
Senate Base Budget/Appropriations Committees.
Any additional information to the Joint Legislative Commission on
Governmental Operations _and the Joint Legislative Oversight

=
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Committee on Information Technology that is requested by those
entities.

(f) Data Sharing. —

(1)  General duties of all State agencies. — The head of each State agency,

department, and institution shall do all of the following:

a.

|=

|7

h.

Grant the Office of the State Controller access to all information
required to develop and support State business intelligence
applications pursuant to this section. The State Controller and the
GDAC shall take all necessary actions and precautions, including
training, certifications, background checks, and governance policy
and procedure, to ensure the security, integrity, and privacy of the
data in accordance with State and federal law and as may be required
by contract.

Provide complete information on the State agency's information
technology, operational, and security requirements.

Provide information on all of the State agency's information
technology activities relevant to the State business intelligence effort.
Forecast the State agency's projected future business intelligence
information technology needs and capabilities.

Ensure that the State agency's future information technology
initiatives coordinate efforts with the GDAC to include planning and
development of data interfaces to incorporate data into the initiative
and to ensure the ability to leverage analytics capabilities.

Provide technical and business resources to participate in the
initiative by providing, upon request and in a timely and responsive
manner, complete and accurate data, business rules and policies, and
support.

Identify potential resources for deploying business intelligence in
their respective State agencies and as part of the enterprise-level
effort.

Immediately seek any waivers and enter into any written agreements
that may be required by State or federal law to effectuate data sharing
and to carry out the purposes of this section, as appropriate.

(2)  Specific requirements. — The State Controller and the GDAC shall enhance

the State's business intelligence through the collection and analysis of data

relating to workers' compensation claims for the purpose of preventing and

detecting fraud, as follows:

a.

=

The North Carolina Industrial Commission shall release to GDAC, or
otherwise provide electronic access to, all data requested by GDAC
relating to workers' compensation insurance coverage, claims,
appeals, compliance, and enforcement under Chapter 97 of the
General Statutes.

The North Carolina Rate Bureau (Bureau) shall release to GDAC, or
otherwise provide electronic access to, all data requested by GDAC
relating to workers' compensation insurance coverage, claims,
business ratings, and premiums under Chapter 58 of the General
Statutes. The Bureau shall be immune from civil liability for
releasing information pursuant to this subsection, even if the
information is erroneous, provided the Bureau acted in good faith
and without malicious or willful intent to harm in releasing the
information.
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The Department of Commerce, Division of Employment Security
(DES), shall release to GDAC, or otherwise provide access to, all
data requested by GDAC relating to unemployment insurance
coverage, claims, and business reporting under Chapter 96 of the
General Statutes.

The Department of Labor shall release to GDAC, or otherwise
provide access to, all data requested by GDAC relating to safety
inspections, wage and hour complaints, and enforcement activities
under Chapter 95 of the General Statutes.

The Department of Revenue shall release to GDAC, or otherwise
provide access to, all data requested by GDAC relating to the
registration and address information of active businesses, business
tax reporting, and aggregate federal tax Form 1099 data for
comparison with information from DES, the Rate Bureau, and the
Department of the Secretary of State for the evaluation of business
reporting. Additionally, the Department of Revenue shall furnish to
the GDAC, upon request, other tax information, provided that the
information _ furnished does not impair _or violate any
information-sharing agreements between the Department and the
United States Internal Revenue Service. Notwithstanding any other
provision of law, a determination of whether furnishing the
information requested by GDAC would impair _or violate any
information-sharing agreements between the Department of Revenue
and the United States Internal Revenue Service shall be within the
sole discretion of the State Chief Information Officer. The
Department of Revenue and the Office of the State Controller shall
work jointly to assure that the evaluation of tax information pursuant
to this subdivision is performed in accordance with applicable federal
law.

All information shared with GDAC and the State Controller under this

subdivision is protected from release and disclosure in the same manner as

any other information is protected under this section.

Provisions on Privacy and Confidentiality of Information. —

(1)

Status with respect to certain information. — The State Controller and the

GDAC shall be deemed to be all of the following for the purposes of this

section:

a.

b.

With respect to criminal information, and to the extent allowed by
federal law, a criminal justice agency (CJA), as defined under
Criminal Justice Information Services (CJIS) Security Policy. The
State CJIS Systems Agency (CSA) shall ensure that CJLEADS
receives access to federal criminal information deemed to be
essential _in_managing CJLEADS to support criminal justice
professionals.
With respect to health information covered under the Health
Insurance Portability and Accountability Act of 1996 (HIPAA), as
amended, and to the extent allowed by federal law:
1. A business associate with access to protected health
information acting on behalf of the State's covered entities in
support of data integration, analysis, and business

intelligence.
Senate Bill 402 S402-PCS35347-MDxf-10



O©CoOoO~NO O WDN PP

General Assembly Of North Carolina Session 2013

2. Authorized to access and view individually identifiable health
information, provided that the access is essential to the
enterprise fraud, waste, and improper payment detection
program or required for future initiatives having specific
definable need for the data.

C. Authorized to access all State and federal data, including revenue and
labor _information, deemed to be essential to the enterprise fraud,
waste, and improper payment detection program or future initiatives
having specific definable need for the data.

d. Authorized to develop agreements with the federal government to

access data deemed to be essential to the enterprise fraud, waste, and
improper _payment detection program or future initiatives having
specific definable need for such data.

(2) Release of information. — The following limitations apply to (i) the release
of information compiled as part of the initiative (ii) data from State agencies
that is_incorporated into the initiative and (iii) data released as part of the
implementation of the initiative:

a. Information compiled as part of the initiative. — Notwithstanding the
provisions of Chapter 132 of the General Statutes, information

compiled by the State Controller and the GDAC related to the
initiative _may be released as a public record only if the State

Controller, in that officer's sole discretion, finds that the release of

information is in the best interest of the general public and is not in

violation of law or contract.

Data from State agencies. — Any data that is not classified as a public

record under G.S. 132-1 shall not be deemed a public record when

incorporated into the data resources comprising the initiative. To
maintain _confidentiality requirements attached to the information
provided to the State Controller and GDAC, each source agency
providing data shall be the sole custodian of the data for the purpose

of any request for inspection or copies of the data under Chapter 132

of the General Statutes.

Data released as part of implementation. — Information released to

persons engaged in _implementing the State's business intelligence

strateqy under this section that is used for purposes other than official

State business is not a public record pursuant to Chapter 132 of the

General Statutes."

SECTION 7.10.(e) G.S. 143B-426.39 is amended by adding a new subdivision to

=

|©

read:

"(17) Coordinate data integration and data sharing pursuant to G.S. 143B-426.38A
across State agencies, departments, and institutions to support the State's
enterprise-level business intelligence initiative."

SECTION 7.10.(f) The Office of State Controller, in consultation with the State

CI0, shall continue the management and implementation of the GDAC, and shall continue to
manage the ongoing enterprise data integration efforts under the GDAC including CILEADS
and NC FACTS. The Office of the State CIO, in consultation with OSC, shall develop a plan
for a cooperative transition of the GDAC and all of its programs to the Office of the SCIO,
effective July 1, 2014. The plan shall include provisions for a governance structure for GDAC
that includes participation by the State Controller. The plan shall also include milestones for the
transition. The State CIO shall report the plan details and any associated costs to the Joint
Legislative Oversight Committee on Information Technology and the Fiscal Research Division
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by no later than October 1, 2013. The State CIO shall also report on a quarterly basis to the
Joint Legislative Oversight Committee on Information Technology and the Fiscal Research
Division on progress toward achieving milestones set out in the plan.

SECTION 7.10.(g) Effective July 1, 2014, the GDAC and all of its programs are
hereby transferred to the Office of the SCIO. This transfer shall have all of the elements of a
Type | transfer, as defined in G.S. 143A-6. The Office of State Budget and Management shall
determine the personnel, property, unexpended balances of appropriations, allocations, or other
funds, including the functions of budgeting and purchasing, to be included in the transfer.

SECTION 7.10.(h) The purpose of this section is to codify provisions of Section
6A.7A of S.L. 2012-142, and to the extent that any provision of that section conflicts with
G.S. 143B-426.38A, as enacted by this act, the provisions of the statute shall be construed to
prevail over any conflicting uncodified provisions.

SECTION 7.10.(i) This section is effective when it becomes law.

STATE INFORMATION TECHNOLOGY DATA ARCHIVING

SECTION 7.11.(a) The State Chief Information Officer (CI10) shall investigate the
feasibility of creating an enterprise data archiving system for State agencies that will (i) allow
for the effective management of data from multiple sources; (ii) provide for efficient, timely
responses to discovery requests and investigations; and (iii) ensure real time State agency
access to and use of archived files. The system shall be financed only by savings accrued as a
result of the project.

SECTION 7.11.(b) By December 1, 2013, the State CIO shall report to the Joint
Legislative Oversight Committee on Information Technology and the Fiscal Research Division
on the results of the feasibility assessment.

SECTION 7.11.(c) Subsequent to making the report required by this section, and
only if the State CIO has developed a business case that is validated by the Office of State
Budget and Management, then the State CIO may initiate the development of an enterprise data
archiving system.

INFORMATION TECHNOLOGY/PRIVACY PROTECTION OF CITIZEN DATA

SECTION 7.12. The Joint Legislative Oversight Committee on Information
Technology shall study and develop legislative proposals to establish State requirements to
safeguard the personal data of individuals collected and managed by the various State agencies.
This review shall be conducted in collaboration with the State Chief Information Officer (CIO),
and with the participation and assistance of agency CIlOs selected jointly by the Committee and
State CI10.

STATE INFORMATION TECHNOLOGY INNOVATION CENTER

SECTION 7.13. The State Chief Information Officer (C1O) may operate a State
Information Technology Innovation Center (Center) to develop and demonstrate technology
solutions with potential benefit to the State and its citizens. The Center may facilitate the
piloting of potential solutions to State technology requirements. In operating the Center, the
State CIO shall ensure that all State laws, rules, and policies are followed. Vendor participation
in the Center shall not be construed to (i) create any type of preferred status for vendors or (ii)
abrogate the requirement that the State CIO ensure that agency and statewide requirements for
information technology support (including those for the Office of the State CIO and the Office
of Information Technology Services) are awarded based on a competitive process that follows
information technology procurement guidelines. Beginning July 1, 2013, the State CIO shall
report to the Joint Legislative Oversight Committee on Information Technology on a quarterly
basis on initiatives being developed and implemented within the Center, as well as on the
sources and amounts of resources used to support the Center.
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Any contracts awarded as a result of State collaboration with private vendors in the
Innovation Center shall include a provision that allows the State to own and have a financial
interest in any intellectual property that is developed.

Any contracts awarded as a result of State collaboration with private vendors in the
Innovation Center shall include a provision that allows the State to own and have a financial
interest in any intellectual property that is developed.

ENTERPRISE GRANTS MANAGEMENT

SECTION 7.14.(a) Effective August 1, 2013, the State Chief Information Officer
(Cl0O) shall oversee the development and implementation of the enterprise grants management
system. The State CIO shall review progress on the implementation of the enterprise grants
management system and update the plan for its development and implementation. This plan
shall include an updated inventory of current agency grants management systems and a detailed
process for consolidating grants management within the State, to include a timeline for
implementation. By October 1, 2013, the State CI1O shall provide the updated plan to the Joint
Legislative Oversight Committee on Information Technology and the Fiscal Research Division.

SECTION 7.14.(b) There is established a Grants Management Oversight
Committee to coordinate the development of an enterprise grants management system. The
Committee shall be chaired by the State Chief Information Officer. Committee membership
shall include the Director of the Office of State Budget and Management, the State Auditor, the
Department of Transportation Chief Information Officer, and the State Controller. The
Committee shall:

1) Establish priorities for moving agencies to the enterprise system.

2 Establish priorities for development and implementation of system

capabilities.

3) Define system requirements.

(4)  Approve plans associated with system development and implementation.

(5) Review costs and approve funding sources for system development and

implementation.

(6) Ensure any system benefits are realistic and realized.

SECTION 7.14.(c) Beginning September 1, 2013, the Office of the State CIO shall
report quarterly to the Joint Legislative Oversight Committee on Information Technology and
the Fiscal Research Division on the status of the system, including the following information:

1) Agencies currently participating in the system.

2) Specific requirements for each agency project included in the system

development.

3) Cost and funding sources for each agency participating in the system.

4) Status of each agency project included in the system.

(5) Comparison of the status of each project to the project's time line, with an

explanation of any differences.

(6) Detailed descriptions of milestones completed that quarter and to be

completed the next quarter.

(7)  Any changes in project cost for any participating agency, the reason for the

change, and the source of funding, if there is a cost increase.

(8) Actual project expenditures by agency, to date, and during that quarter.

9 Any potential funding shortfalls, and their impact.

(10)  Any issues identified during the quarter, with a corrective action plan and a

time line for resolving each issue.

(11) Impact of any issues on schedule or cost.

(12) Any changes to agency projects, or the system as a whole.

(13)  Any change requests and their costs.
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ENTERPRISE ELECTRONIC FORMS AND DIGITAL SIGNATURES

SECTION 7.15.(a) The State's enterprise electronic forms and digital signatures
project shall be transferred from the Office of the State Controller to the Office of the State
Chief Information Officer (CIO) as a Type | transfer, as defined in G.S. 143A-6. The State CIO
shall continue the planning, development, and implementation of a coordinated enterprise
electronic forms and digital signatures capability, as well as the use of digital certificates. As
part of the process, the Office of the State CIO shall include the capability to allow one-time
data entry for multiple applications.

SECTION 7.15.(b) The State CIO shall continue to integrate executive branch
agencies developing, or identifying the need to develop, electronic forms or digital signatures
projects, or both. The State CIO shall also review existing electronic forms and digital
signatures capabilities and develop a plan to consolidate them. The State CIO may consolidate
current agency electronic forms and digital signature capabilities, and cancel ongoing projects,
and may redirect the resources associated with the capabilities and projects to the enterprise
electronic forms and digital signatures project. Beginning November 1, 2013, the State CIO
shall submit quarterly reports on the status of the project to the Joint Legislative Oversight
Committee on Information Technology and the Fiscal Research Division.

VEHICLE MANAGEMENT

SECTION 7.16.(a) The Office of the State Chief Information Officer (CIO) shall
develop an implementation plan for establishing a statewide motor fleet management system.
The plan shall consider consolidating individual agency and institution motor fleet management
systems and include an implementation time line, a cost estimate, and a continuing funding
strategy to create and operate a statewide fleet management information system to which all
State agencies and institutions would be required to provide vehicle identification, utilization,
and direct cost data. In formulating an implementation plan, the Office of the State Chief
Information Officer shall do the following:

1) Consult with State agencies that own vehicles.

(2 Review the existing fleet management information systems used by State

agencies.

3) Examine fleet management information systems used by other state
governments.

4) Determine whether the State should (i) expand a fleet management
information system currently used by a State agency for statewide use, (ii)
develop a new in-house system, or (iii) purchase a new system from an
outside vendor.

(5) Determine fees or other methods to pay the initial and ongoing costs for the
system.

SECTION 7.16.(b) The Office of State Budget and Management shall assist and
advise the Office of the State Chief Information Officer in developing the implementation plan
and work with State agencies and institutions to identify funding from current and proposed
projects and applications that could be used to support the development and implementation of
the statewide motor fleet management system. The Office of State Controller shall assist and
advise the Office of the State Chief Information Officer in developing the implementation plan
for the statewide motor fleet management information system, including how the system
interfaces with the statewide accounting system.

SECTION 7.16.(c) Beginning October 1, 2013, the State CIO shall report to the
Joint Legislative Oversight Committee on Information Technology and the Fiscal Research
Division on the implementation plan for the statewide motor fleet management information
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system including progress toward the development of the enterprise system, the associated
costs, identified sources of funding, and any issues associated with the project.

SECTION 7.16.(d) The State CIO shall also study the feasibility of implementing
a tracking system for State vehicles, based on recommendations from the Program Evaluation
Division, and report the results of the study to the Joint Legislative Oversight Committee on
Information Technology, the Joint Legislative Program Evaluation Oversight Committee, and
the Fiscal Research Division by November 15, 2013.

SECTION 7.16.(e) Until July 1, 2015, no State or local governmental entity or
officer may procure or operate an unmanned aircraft system or disclose personal information
about any person acquired through the operation of an unmanned aircraft system unless the
State CIO approves an exception specifically granting disclosure, use, or purchase. Any
exceptions to the prohibition in this subsection shall be reported immediately to the Joint
Legislative Oversight Committee on Information Technology and the Fiscal Research Division.
The following definitions apply in this section:

1) "Unmanned aircraft” means an aircraft that is operated without the
possibility of human intervention from within or on the aircraft.
(2 "Unmanned aircraft system™ means an unmanned aircraft and associated

elements, including communication links and components that control the
unmanned aircraft that are required for the pilot in command to operate
safely and efficiently in the national airspace system.

SECTION 7.16.(f) If the State Chief Information Officer determines that there is a
requirement for unmanned aircraft systems for use by State or local agencies, planning may
begin for the possible development, implementation, and operation of an unmanned aircraft
system program within the State of North Carolina. This planning effort shall be accomplished
in coordination with the Chief Information Officer for the Department of Transportation and
the DOT Auviation Division Director. If the State CIO decides to plan for an unmanned aircraft
system program, a proposal for the implementation of the program shall be provided by March
1, 2014, to the Joint Legislative Oversight Committee on Information Technology, the Joint
Transportation Legislative Oversight Committee, and the Fiscal Research Division. At a
minimum, the proposal shall include the following:

1) Governance structure to include the appropriate use at each level of

government.

2) Guidelines for program implementation to include limitations on unmanned

aircraft system use.

3) Potential participants.

4) Costs associated with establishing a program.

(5) Potential sources of funding.

(6) Issues associated with establishing a program to include limitations on

entities that may already have purchased unmanned aircraft systems.

@) Recommendations for legislative proposals.

TAX INFORMATION MANAGEMENT SYSTEM/ADDITIONAL PUBLIC-PRIVATE
PARTNERSHIP AUTHORIZED

SECTION 7.17.(a) Additional Public-Private Partnership. — The Secretary of
Revenue may enter into an additional public-private arrangement in order to expand the
implementation of the Tax Information Management System (TIMS). All such arrangements
will terminate June 30, 2018. The public-private arrangement may include terms necessary to
implement additional revenue-increasing or cost-savings components if all of the following
conditions are met:

Q) The funding of the project under the arrangement comes from revenue

generated by or cost savings resulting from the project.
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2 The funding of the project is dependent on increased-revenue or cost-savings
streams that are different from the existing benefits stream for the
implementation of TIMS.

3) The project involves additional identified initiatives that will be integrated
into the TIMS solution.

SECTION 7.17.(b) Contracts. — Work under an additional public-private
arrangement that is authorized by this section may be contracted by requests for proposals,
modifications to the existing contracts, purchases using existing contracts, or other related
contract vehicles.

SECTION 7.17.(c) Management/Performance Measurement. — The Secretary of
Revenue shall follow the existing model for public-private arrangement oversight and shall
establish a measurement process to determine the increased revenue or cost savings attributed
to the additional public-private arrangement authorized by this section. To accomplish this, the
Secretary shall consult subject matter experts in the Department of Revenue, in other
governmental units, and in the private sector, as necessary. At a minimum, the measurement
process shall include all of the following:

1) Calculation of a revenue baseline against which the increased revenue
attributable to the project is measured and a cost-basis baseline against
which the cost savings resulting from the project are measured.

2 Periodic evaluation to determine whether the baselines need to be modified
based on significant measurable changes in the economic environment.

3) Monthly calculation of increased revenue and cost savings attributable to
contracts executed under this section.

SECTION 7.17.(d) Funding. — Of funds generated from increased revenues or cost
savings, as compared to the baselines established by subdivision (1) of subsection (c) of this
section, in the General Fund, the Highway Fund, and that State portion of the Unauthorized
Substance Tax collections of the Special Revenue Fund, the sum of up to a total of sixteen
million dollars ($16,000,000) may be authorized by the Office of State Budget and
Management to make purchases related to the implementation of the additional public-private
arrangement authorized by this section, including payments for services from non-State
entities.

SECTION 7.17.(e) Internal Costs. — For the 2013-2015 fiscal biennium the
Department of Revenue may retain an additional sum of eight million eight hundred
seventy-four thousand three hundred nineteen dollars ($8,874,319) from benefits generated for
the General Fund since the beginning of the public-private partnership described under Section
6A.5(a) of S.L. 2011-145. These funds shall be used as payment of internal costs for the fiscal
biennium, and such funds are hereby appropriated for this purpose.

SECTION 7.17.(f) Expert Counsel Required. — Notwithstanding G.S. 114-2.3, the
Department of Revenue shall engage the services of private counsel with the pertinent
information technology and computer law expertise to negotiate and review contracts
associated with an additional public-private arrangement authorized under this section.

SECTION 7.17.(g) Oversight Committee. — The Oversight Committee established
under Section 6A.5(c) of S.L. 2011-145 shall have the same responsibilities and duties with
respect to an additional public-private arrangement authorized by this section as it does with
respect to public-private arrangements to implement TIMS and the additional Planning and
Design Project (PDP) components.

SECTION 7.17.(h) Reporting. — Beginning August 1, 2013, and quarterly
thereafter, the Department of Revenue shall submit detailed written reports to the Chairs of the
House of Representatives Appropriations Committee, to the Chairs of the Senate Committee on
Appropriations/Base Budget, to the Joint Legislative Oversight Committee on Information
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Technology, and to the Fiscal Research Division of the General Assembly. The report shall
include an explanation of all of the following:

1) Details of each public-private contract.

2 The benefits from each contract.

(3) A comprehensive forecast of the benefits of using public-private agreements
to implement TIMS, the additional PDP components, and additional
components authorized by this section, including cost savings and the
acceleration of the project time line.

4) Any issues associated with the operation of the public-private partnership.

SECTION 7.17.(i) Information Technology Project Oversight. — In addition to the

oversight provided by the Oversight Committee established in Section 6A.5(c) of S.L.
2011-145, the additional public-private arrangement authorized by this section shall be subject
to existing State information technology project oversight laws and statutes, and the project
management shall comply with all statutory requirements and other criteria established by the
State Chief Information Officer and the Office of State Budget and Management for
information technology projects. The State Chief Information Officer and the Office of State
Budget and Management shall immediately report any failure to do so to the Joint Legislative
Oversight Committee on Information Technology, the Chairs of the House of Representatives
and Senate Committees on Appropriations, and the Fiscal Research Division.

SECTION 7.17.(J) Section 6A.5(c) of S.L. 2011-145, as amended by Section

6A.3(j) of S.L.. 2012-142 reads as rewritten:

"SECTION 6A.5.(c) There is established within the Department of Revenue the Oversight
Committee for reviewing and approving the benefits measurement methodology and
calculation process. The Oversight Committee shall review and approve in writing all contracts,
including change orders, amendments to contracts, and addendums to contracts, before they are
executed under this section. This shall include (i) details of each public-private contract, (ii) the
benefits from each contract, and (iii) a comprehensive forecast of the benefits of using
public-private agreements to implement TIMS and the additional PDP components, including
the measurement process established for the Secretary of Revenue. The Oversight Committee
shall approve all of the fund transfers for this project. Within five days of entering into a
contract, the Department shall provide copies of each contract and all associated information to
the Joint Legislative Oversight Committee on Information Technology, the Chairs of the House
of Representatives and Senate Committees on Appropriations, and the Fiscal Research
Division.

The members of the Committee shall include the following:

1) The State—Budget—Director;Director of the Office of State Budget and

Management;
(2 The Secretary of the Department of Revenue;

3) The State Chief Information Officer;

4) Two persons appointed by the Governor;

(5) One member of the general public having expertise in information
technology appointed by the General Assembly upon the recommendation of
the Speaker of the House of Representatives; and

(6) One member of the general public having expertise in economic and revenue
forecasting appointed by the General Assembly upon recommendation of the
President Pro Tempore of the Senate.

The State Budget Director shall serve as chair of the Committee. The Committee shall set
its meeting schedule and adopt its rules of operation by majority vote. A majority of the
members constitutes a quorum. Vacancies shall be filled by the appointing authority.
Administrative support staff shall be provided by the Department of Revenue. Members of the
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Committee shall receive reimbursements for subsistence and travel expenses as provided by
Chapter 138 of the General Statutes. The Committee shall terminate on June 30, 2018.

The Department shall provide copies of the minutes of each meeting and all associated
information to the Joint Legislative Oversight Committee on Information Technology, the
Chairs of the House of Representatives Appropriations Committee, the Chairs of the Senate
Committee on Appropriations/Base Budget, and the Fiscal Research Division."

USE OF MOBILE COMMUNICATIONS DEVICES

SECTION 7.18.(a) By October 1, 2013, every State agency shall submit to the
Joint Legislative Oversight Committee on Information Technology and the Fiscal Research
Division a copy of the agency policy on the use of mobile communications devices. This
reporting requirement is continuous such that any time a change is made to an existing policy,
the agency shall submit an update immediately.

SECTION 7.18.(b) Beginning October 1, 2013, each State agency shall submit a
quarterly report to the Joint Legislative Oversight Committee on Information Technology, the
Fiscal Research Division, and the Office of the State Chief Information Officer (CIO) on the
use of mobile electronic communications devices within the agency. The report shall include
the following information:

1) The total number of devices issued by the agency.

2 The total cost of mobile devices issued by the agency.

3) The number and cost of new devices issued since the last report.

4) The contracts used to obtain the devices.

SECTION 7.18.(c) The Office of the State Chief Information Officer shall review
current enterprise, and any individual agency mobile electronic communications contracts, to
develop a plan to consolidate the contracts. By October 1, 2013, the Office of the State CIO
shall submit a report on progress toward consolidating State agency mobile communications
device contracts to the Joint Legislative Oversight Committee on Information Technology and
the Fiscal Research Division.

SECTION 7.18.(d) The Office of the State CIO shall develop a policy for
implementing a "bring your own device" plan for State employees. By September 1, 2013, the
State CIO shall report to the Joint Legislative Oversight Committee on Information Technology
and the Fiscal Research Division on how the plan is to be implemented, as well as on potential
issues and costs. Following consultation with the Joint Legislative Oversight Committee on
Information Technology, the State CIO may implement the "bring you own device" plan.

NEXT GENERATION SECURE DRIVER LICENSE SYSTEM
SECTION 7.19.(a) By August 1, 2013, the Chief Information Officer of the
Department of Transportation shall provide a detailed report on the status of the Next
Generation Secure Driver License System (NGSDLS) to the Joint Legislative Oversight
Committee on Information Technology, the Joint Legislative Transportation Oversight
Committee, and the Fiscal Research Division. At a minimum, the report on the NGSDLS shall
include the following information:
1) Original project scope, deliverables, and milestones, including descriptions
of any subsequent modifications and basis for each.
(2) Contractual status and amendments.
3 Initial and current estimated costs for system development, implementation,
and maintenance.
4 Remaining deliverables and cost to complete by phase.
(5) Any issues, including vendor performance, identified during project
development and implementation and planned corrective actions for each
issue.
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(6) Programmatic impacts for Division of Motor Vehicles driver license
Services.

(7) Requirements and costs to implement a process to allow persons who are
homebound to apply for or renew a special photo identification card, with a
color photo, and similar in size, shape, design, and background to a drivers
license, by means other than personal appearance.

SECTION 7.19.(b) In the event of any changes in the NGSDLS project status
occurring after submission of the report required by subsection (a) of this section, the Chief
Information Officer of the Department of Transportation shall ensure that the Joint Legislative
Oversight Committee on Information Technology, the Joint Legislative Transportation
Oversight Committee, and the Fiscal Research Division are notified immediately of the
changes.

STATE TITLING AND REGISTRATION SYSTEM/STATE AUTOMATED DRIVER
LICENSE SYSTEM/LIABILITY INSURANCE TRACKING AND ENFORCEMENT
SYSTEM

SECTION 7.20.(a) The Chief Information Officer of the Department of
Transportation shall continue the replacement of the State Titling and Registration System
(STARS), the State Automated Driver License System (SADLS), and the Liability Insurance
Tracking and Enforcement System (LITES).

SECTION 7.20.(b) By August 1, 2013, and quarterly thereafter, the Chief
Information Officer of the Department of Transportation shall report to the Joint Legislative
Oversight Committee on Information Technology, the Joint Legislative Transportation
Oversight Committee, and the Fiscal Research Division on the status of each of the projects
listed in subsection (a) of this section. At a minimum, the report shall include the following
information for each project:

1) Project scope, milestones, and anticipated business process improvements.

2 Estimated development, implementation, and maintenance costs.

3) Project status, including any modifications to the project scope or revisions

to baseline cost estimates.

4) Project accomplishments and changes in status for the previous quarter.

(5) Actual costs incurred, by purpose and funding source, for the previous

quarter.

(6) Remaining cost to complete by project phase for the next two fiscal years.

(7)  Any issues, including vendor performance, identified during project

development and implementation and planned corrective actions.

GDAC/LOCAL GOVERNMENTS/COLLECTION AGREEMENTS

SECTION 7.21.(a) Cities and counties may enter into an agreement with the North
Carolina Department of Revenue and the North Carolina Office of the State Controller,
Government Data Analytics Center (GDAC), to manage the collection of outstanding unpaid
parking fines and penalties. Any such agreements shall:

1) Comply with State or federal law regarding data sharing, as appropriate.

2 Provide the GDAC with access to all required information necessary to
develop and support analytics allowing the identification of the owners of
vehicles with associated unpaid parking fines and penalties.

3) Provide for technical and business resources to support the analytics
development.

4) Provide for timely and responsive access to complete and accurate data,
business rules, policies and technical support.
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SECTION 7.21.(b) In carrying out the purposes of this section and the agreements
made under its provisions, the State Controller and the GDAC shall:

1) Ensure the security, integrity, and privacy of the data in accordance with

State and federal law and as may be required by contract.

@) Leverage enterprise data sources, as allowed by State and federal law, and
GDAC governance agreements, to provide analytics to integrate and match
data to identify owner information associated with vehicles with unpaid
parking fines and penalties.

3) Provide access to analytics reporting and information to the participating city

or municipality and the Department of Revenue.

4) Provide data to the Department of Revenue for use in the withholding of tax

refunds of persons that have unpaid parking fines and penalties.

SECTION 7.21.(c) The Department of Transportation, Division of Motor Vehicles
shall provide the GDAC with access to historical and current information required to identify
owners associated with vehicles with unpaid parking fines and penalties.

SECTION 7.21.(d) The Department of Revenue shall (i) receive data from the
GDAC associated with persons that have unpaid parking fines and penalties (ii) withhold tax
refunds for the purpose of the collection of those fines and penalties as allowed by law and (iii)
from the withholdings, pay to the appropriate city or county the amounts due.

SECTION 7.21.(e) Any fee imposed by the North Carolina Department of
Revenue or the GDAC to cover the administrative costs of withholding for the collection of
unpaid parking fines and penalties shall be borne by the city or county and shall be negotiated
as part of the agreements authorized by this section.

PART VIII. PUBLIC SCHOOLS

FUNDS FOR CHILDREN WITH DISABILITIES

SECTION 8.1. The State Board of Education shall allocate additional funds for
children with disabilities on the basis of three thousand seven hundred forty-three dollars and
forty-eight cents ($3,743.48) per child. Each local school administrative unit shall receive funds
for the lesser of (i) all children who are identified as children with disabilities or (ii) twelve and
one-half percent (12.5%) of its 2013-2014 allocated average daily membership in the local
school administrative unit. The dollar amounts allocated under this section for children with
disabilities shall also adjust in accordance with legislative salary increments, retirement rate
adjustments, and health benefit adjustments for personnel who serve children with disabilities.

FUNDS FOR ACADEMICALLY GIFTED CHILDREN

SECTION 8.2. The State Board of Education shall allocate additional funds for
academically or intellectually gifted children on the basis of one thousand two hundred
thirty-three dollars and one cent ($1,233.01) per child for fiscal year 2013-2014 and 2014-2015.
A local school administrative unit shall receive funds for a maximum of four percent (4%) of
its 2013-2014 allocated average daily membership, regardless of the number of children
identified as academically or intellectually gifted in the unit. The dollar amounts allocated
under this section for academically or intellectually gifted children shall also adjust in
accordance with legislative salary increments, retirement rate adjustments, and health benefit
adjustments for personnel who serve academically or intellectually gifted children.

USE OF SUPPLEMENTAL FUNDING IN LOW-WEALTH COUNTIES

SECTION 8.3.(a) Use of Funds for Supplemental Funding. — All funds received
pursuant to this section shall be used only (i) to provide instructional positions, instructional
support positions, teacher assistant positions, clerical positions, school computer technicians,
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instructional supplies and equipment, staff development, and textbooks and (ii) for salary
supplements for instructional personnel and instructional support personnel. Local boards of
education are encouraged to use at least twenty-five percent (25%) of the funds received
pursuant to this section to improve the academic performance of children who are performing
at Level I or Il on either reading or mathematics end-of-grade tests in grades three through

eight.

SECTION 8.3.(b) Definitions. — As used in this section, the following definitions

apply:
1)

()

(3)

(4)

(5)

(6)

(")

(8)

"Anticipated county property tax revenue availability" means the
county-adjusted property tax base multiplied by the effective State average
tax rate.

"Anticipated total county revenue availability” means the sum of the

following:
a. Anticipated county property tax revenue availability.
b. Local sales and use taxes received by the county that are levied under

Chapter 1096 of the 1967 Session Laws or under Subchapter VIII of
Chapter 105 of the General Statutes.

C. Sales tax hold harmless reimbursement received by the county under
G.S. 105-521.
d. Fines and forfeitures deposited in the county school fund for the most

recent year for which data are available.

"Anticipated total county revenue availability per student” means the

anticipated total county revenue availability for the county divided by the

average daily membership of the county.

"Anticipated State average revenue availability per student” means the sum

of all anticipated total county revenue availability divided by the average

daily membership for the State.

"Average daily membership™ means average daily membership as defined in

the North Carolina Public Schools Allotment Policy Manual, adopted by the

State Board of Education. If a county contains only part of a local school

administrative unit, the average daily membership of that county includes all

students who reside within the county and attend that local school
administrative unit.

"County-adjusted property tax base" shall be computed as follows:

a. Subtract the present-use value of agricultural land, horticultural land,
and forestland in the county, as defined in G.S. 105-277.2, from the
total assessed real property valuation of the county.

b. Adjust the resulting amount by multiplying by a weighted average of
the three most recent annual sales assessment ratio studies.

C. Add to the resulting amount the following:
1. Present-use value of agricultural land, horticultural land, and
forestland, as defined in G.S. 105-277.2.
2. Value of property of public service companies, determined in
accordance with Article 23 of Chapter 105 of the General
Statutes.
3. Personal property value for the county.

"County-adjusted property tax base per square mile" means the
county-adjusted property tax base divided by the number of square miles of
land area in the county.

"County wealth as a percentage of State average wealth" shall be computed
as follows:
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(9)

(10)

(11)

(12)

(13)

(14)

a. For counties containing a base of the Armed Forces of the United
States that have an average daily membership of more than 23,000
students:

1. Compute the percentage that the county per capita income is
of the State per capita income and weight the resulting
percentage by a factor of four-tenths.

2. Compute the percentage that the anticipated total county
revenue availability per student is of the anticipated State
average revenue availability per student and weight the
resulting percentage by a factor of five-tenths.

3. Compute the percentage that the county-adjusted property tax
base per square mile is of the State-adjusted property tax base
per square mile and weight the resulting percentage by a
factor of one-tenth.

4. Add the three weighted percentages to derive the county
wealth as a percentage of the State average wealth.

b. For all other counties in the State:

1. Compute the percentage that the county per capita income is
of the State per capita income and weight the resulting
percentage by a factor of five-tenths.

2. Compute the percentage that the anticipated total county
revenue availability per student is of the anticipated State
average revenue availability per student and weight the
resulting percentage by a factor of four-tenths.

3. Compute the percentage that the county-adjusted property tax
base per square mile is of the State-adjusted property tax base
per square mile and weight the resulting percentage by a
factor of one-tenth.

4. Add the three weighted percentages to derive the county
wealth as a percentage of the State average wealth.

"Effective county tax rate” means the actual county tax rate multiplied by a

weighted average of the three most recent annual sales assessment ratio

studies.

"Effective State average tax rate™ means the average of effective county tax

rates for all counties.

"Local current expense funds" means the most recent county current expense

appropriations to public schools, as reported by local boards of education in

the audit report filed with the Secretary of the Local Government

Commission pursuant to G.S. 115C-447.

"Per capita income" means the average for the most recent three years for

which data are available of the per capita income according to the most

recent report of the United States Department of Commerce, Bureau of

Economic Analysis, including any reported modifications for prior years as

outlined in the most recent report.

"Sales assessment ratio studies™ means sales assessment ratio studies

performed by the Department of Revenue under G.S. 105-289(h).

"State average current expense appropriations per student™ means the most

recent State total of county current expense appropriations to public schools,

as reported by local boards of education in the audit report filed with the

Secretary of the Local Government Commission pursuant to G.S. 115C-447.
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(15) "State average adjusted property tax base per square mile" means the sum of
the county-adjusted property tax bases for all counties divided by the
number of square miles of land area in the State.

(16) “"Supplant” means to decrease local per student current expense
appropriations from one fiscal year to the next fiscal year.

(17) "Weighted average of the three most recent annual sales assessment ratio
studies” means the weighted average of the three most recent annual sales
assessment ratio studies in the most recent years for which county current
expense appropriations and adjusted property tax valuations are available. If
real property in a county has been revalued one year prior to the most recent
sales assessment ratio study, a weighted average of the two most recent sales
assessment ratios shall be used. If property has been revalued the year of the
most recent sales assessment ratio study, the sales assessment ratio for the
year of revaluation shall be used.

SECTION 8.3.(c) Eligibility for Funds. — Except as provided in subsection (g) of
this section, the State Board of Education shall allocate these funds to local school
administrative units located in whole or in part in counties in which the county wealth as a
percentage of the State average wealth is less than one hundred percent (100%).

SECTION 8.3.(d) Allocation of Funds. — Except as provided in subsection (f) of
this section, the amount received per average daily membership for a county shall be the
difference between the State average current expense appropriations per student and the current
expense appropriations per student that the county could provide given the county's wealth and
an average effort to fund public schools. (To derive the current expense appropriations per
student that the county could be able to provide given the county's wealth and an average effort
to fund public schools, multiply the county's wealth as a percentage of State average wealth by
the State average current expense appropriations per student.) The funds for the local school
administrative units located in whole or in part in the county shall be allocated to each local
school administrative unit located in whole or in part in the county based on the average daily
membership of the county's students in the school units. If the funds appropriated for
supplemental funding are not adequate to fund the formula fully, each local school
administrative unit shall receive a pro rata share of the funds appropriated for supplemental
funding.

SECTION 8.3.(e) Formula for Distribution of Supplemental Funding Pursuant to
This Section Only. — The formula in this section is solely a basis for distribution of
supplemental funding for low-wealth counties and is not intended to reflect any measure of the
adequacy of the educational program or funding for public schools. The formula is also not
intended to reflect any commitment by the General Assembly to appropriate any additional
supplemental funds for low-wealth counties.

SECTION 8.3.(f) Minimum Effort Required. — Counties that had effective tax
rates in the 1996-1997 fiscal year that were above the State average effective tax rate but that
had effective rates below the State average in the 1997-1998 fiscal year or thereafter shall
receive reduced funding under this section. This reduction in funding shall be determined by
subtracting the amount that the county would have received pursuant to Section 17.1(g) of
Chapter 507 of the 1995 Session Laws from the amount that the county would have received if
qualified for full funding and multiplying the difference by ten percent (10%). This method of
calculating reduced funding shall apply one time only. This method of calculating reduced
funding shall not apply in cases in which the effective tax rate fell below the statewide average
effective tax rate as a result of a reduction in the actual property tax rate. In these cases, the
minimum effort required shall be calculated in accordance with Section 17.1(g) of Chapter 507
of the 1995 Session Laws. If the county documents that it has increased the per student
appropriation to the school current expense fund in the current fiscal year, the State Board of
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Education shall include this additional per pupil appropriation when calculating minimum
effort pursuant to Section 17.1(g) of Chapter 507 of the 1995 Session Laws.

SECTION 8.3.(g) Nonsupplant Requirement. — A county in which a local school
administrative unit receives funds under this section shall use the funds to supplement local
current expense funds and shall not supplant local current expense funds. For the 2013-2015
fiscal biennium, the State Board of Education shall not allocate funds under this section to a
county found to have used these funds to supplant local per student current expense funds. The
State Board of Education shall make a finding that a county has used these funds to supplant
local current expense funds in the prior year, or the year for which the most recent data are
available, if all of the following criteria apply:

(1)  The current expense appropriation per student of the county for the current
year is less than ninety-five percent (95%) of the average of the local current
expense appropriations per student for the three prior fiscal years.

2 The county cannot show (i) that it has remedied the deficiency in funding or
(i) that extraordinary circumstances caused the county to supplant local
current expense funds with funds allocated under this section.

The State Board of Education shall adopt rules to implement the requirements of

this subsection.

SECTION 8.3.(h) Funds for EVAAS Data. — Notwithstanding the requirements of
subsection (a) of this section, local school administrative units may utilize funds allocated
under this section to purchase services that allow for extraction of data from the Education
Value Added Assessment System (EVAAS).

SECTION 8.3.(i) Reports. — For the 2013-2015 fiscal biennium, the State Board of
Education shall report to the Fiscal Research Division prior to May 1 of each year if it
determines that counties have supplanted funds.

SECTION 8.3.(j) Department of Revenue Reports. — The Department of Revenue
shall provide to the Department of Public Instruction a preliminary report for the current fiscal
year of the assessed value of the property tax base for each county prior to March 1 of each
year and a final report prior to May 1 of each year. The reports shall include for each county the
annual sales assessment ratio and the taxable values of (i) total real property, (ii) the portion of
total real property represented by the present-use value of agricultural land, horticultural land,
and forestland, as defined in G.S. 105-277.2, (iii) property of public service companies
determined in accordance with Article 23 of Chapter 105 of the General Statutes, and (iv)
personal property.

SMALL SCHOOL SYSTEM SUPPLEMENTAL FUNDING

SECTION 8.4.(a) Funds for Small School Systems. — Except as provided in
subsection (b) of this section, the State Board of Education shall allocate funds appropriated for
small school system supplemental funding (i) to each county school administrative unit with an
average daily membership of fewer than 3,175 students and (ii) to each county school
administrative unit with an average daily membership from 3,175 to 4,000 students if the
county in which the local school administrative unit is located has a county-adjusted property
tax base per student that is below the State-adjusted property tax base per student and if the
total average daily membership of all local school administrative units located within the
county is from 3,239 to 4,080 students. The allocation formula shall do all of the following:

Q) Round all fractions of positions to the next whole position.

(2) Provide five and one-half additional regular classroom teachers in counties
in which the average daily membership per square mile is greater than four
and provide seven additional regular classroom teachers in counties in which
the average daily membership per square mile is four or fewer.
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3 Provide additional program enhancement teachers adequate to offer the
standard course of study.

4) Change the duty-free period allocation to one teacher assistant per 400
average daily membership.

5) Provide a base for the consolidated funds allotment of at least seven hundred
seventeen thousand three hundred sixty dollars ($717,360), excluding
textbooks, for the 2013-2014 fiscal year and a base of seven hundred
seventeen thousand three hundred sixty dollars ($717,360) for the 2014-2015
fiscal year.

(6) Allot vocational education funds for grade six as well as for grades seven
through 12. If funds appropriated for each fiscal year for small school
system supplemental funding are not adequate to fully fund the program, the
State Board of Education shall reduce the amount allocated to each county
school administrative unit on a pro rata basis. This formula is solely a basis
for distribution of supplemental funding for certain county school
administrative units and is not intended to reflect any measure of the
adequacy of the educational program or funding for public schools. The
formula also is not intended to reflect any commitment by the General
Assembly to appropriate any additional supplemental funds for such county
administrative units.

SECTION 8.4.(b) Nonsupplant Requirement. — A county in which a local school
administrative unit receives funds under this section shall use the funds to supplement local
current expense funds and shall not supplant local current expense funds. For the 2013-2015
fiscal biennium, the State Board of Education shall not allocate funds under this section to a
county found to have used these funds to supplant local per student current expense funds. The
State Board of Education shall make a finding that a county has used these funds to supplant
local current expense funds in the prior year, or the year for which the most recent data are
available, if all of the following criteria apply:

1) The current expense appropriation per student of the county for the current
year is less than ninety-five percent (95%) of the average of the local current
expense appropriations per student for the three prior fiscal years.

(2 The county cannot show (i) that it has remedied the deficiency in funding or
(if) that extraordinary circumstances caused the county to supplant local
current expense funds with funds allocated under this section.

The State Board of Education shall adopt rules to implement the requirements of

this subsection.

SECTION 8.4.(c) Phase-Out Provisions. — If a local school administrative unit
becomes ineligible for funding under this formula because of (i) an increase in the population
of the county in which the local school administrative unit is located or (ii) an increase in the
county-adjusted property tax base per student of the county in which the local school
administrative unit is located, funding for that unit shall be continued for three years after the
unit becomes ineligible.

SECTION 8.4.(d) Definitions. — As used in this section, the following definitions
apply:

1) "Average daily membership™ means within two percent (2%) of the average

daily membership as defined in the North Carolina Public Schools Allotment
Policy Manual adopted by the State Board of Education.

2 "County-adjusted property tax base per student” means the total assessed
property valuation for each county, adjusted using a weighted average of the
three most recent annual sales assessment ratio studies, divided by the total
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number of students in average daily membership who reside within the
county.

3 "Local current expense funds™ means the most recent county current expense
appropriations to public schools, as reported by local boards of education in
the audit report filed with the Secretary of the Local Government
Commission pursuant to G.S. 115C-447.

4 "Sales assessment ratio studies” means sales assessment ratio studies
performed by the Department of Revenue under G.S. 105-289(h).
(5) "State-adjusted property tax base per student” means the sum of all

county-adjusted property tax bases divided by the total number of students in
average daily membership who reside within the State.

(6) "Supplant” means to decrease local per student -current expense
appropriations from one fiscal year to the next fiscal year.
@) "Weighted average of the three most recent annual sales assessment ratio

studies” means the weighted average of the three most recent annual sales
assessment ratio studies in the most recent years for which county current
expense appropriations and adjusted property tax valuations are available. If
real property in a county has been revalued one year prior to the most recent
sales assessment ratio study, a weighted average of the two most recent sales
assessment ratios shall be used. If property has been revalued during the year
of the most recent sales assessment ratio study, the sales assessment ratio for
the year of revaluation shall be used.

SECTION 8.4.(e) Reports. — For the 2013-2015 fiscal biennium, the State Board of
Education shall report to the Fiscal Research Division prior to May 1 of each year if it
determines that counties have supplanted funds.

SECTION 8.4.(f) Use of Funds. — Local boards of education are encouraged to use
at least twenty percent (20%) of the funds they receive pursuant to this section to improve the
academic performance of children who are performing at Level | or Il on either reading or
mathematics end-of-grade tests in grades three through six.

Local school administrative units may also utilize funds allocated under this section
to purchase services that allow for extraction of data from the Education Value-Added
Assessment System (EVAAS).

DISADVANTAGED STUDENT SUPPLEMENTAL FUNDING (DSSF)

SECTION 8.5.(a) Funds appropriated for disadvantaged student supplemental
funding shall be used, consistent with the policies and procedures adopted by the State Board of
Education, only to:

1) Provide instructional positions or instructional support positions and/or

professional development;

(2 Provide intensive in-school and/or after-school remediation;

3) Purchase diagnostic software and progress-monitoring tools; and

4 Provide funds for teacher bonuses and supplements. The State Board of

Education shall set a maximum percentage of the funds that may be used for
this purpose.

The State Board of Education may require local school administrative units
receiving funding under the Disadvantaged Student Supplemental Fund to purchase the
Education Value-Added Assessment System (EVAAS) in order to provide in-depth analysis of
student performance and help identify strategies for improving student achievement. This data
shall be used exclusively for instructional and curriculum decisions made in the best interest of
children and for professional development for their teachers and administrators.
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SECTION 8.5.(b) Funds appropriated to a local school administrative unit for
disadvantaged student supplemental funding (DSSF) shall be allotted based on (i) the unit's
eligible DSSF population and (ii) the difference between a teacher-to-student ratio of 1:21 and
the following teacher-to-student ratios:
1) For counties with wealth greater than ninety percent (90%) of the statewide
average, a ratio of 1:19.9.

2 For counties with wealth not less than eighty percent (80%) and not greater
than ninety percent (90%) of the statewide average, a ratio of 1:19.4.

(€)) For counties with wealth less than eighty percent (80%) of the statewide
average, a ratio of 1:19.1.

4) For local school administrative units receiving DSSF funds in fiscal year
2005-2006, a ratio of 1:16. These local school administrative units shall
receive no less than the DSSF amount allotted in fiscal year 2006-2007.

For the purpose of this subsection, wealth shall be calculated under the low-wealth
supplemental formula as provided for in this act.

SECTION 8.5.(c) If a local school administrative unit's wealth increases to a level
that adversely affects the unit's disadvantaged student supplemental funding (DSSF) allotment
ratio, the DSSF allotment for that unit shall be maintained at the prior year level for one
additional fiscal year.

BUDGET REDUCTIONS/DEPARTMENT OF PUBLIC INSTRUCTION

SECTION 8.6. Notwithstanding G.S. 143C-6-4, the Department of Public
Instruction may, after consultation with the Office of State Budget and Management and the
Fiscal Research Division, reorganize, if necessary, to implement the budget reductions set out
in this act. Consultation shall occur prior to requesting budgetary and personnel changes
through the budget revision process. The Department shall provide a current organization chart
in the consultation process and shall report to the Joint Legislative Commission on
Governmental Operations on any reorganization.

LITIGATION RESERVE FUNDS

SECTION 8.7. The State Board of Education may expend up to five hundred
thousand dollars ($500,000) each year for the 2013-2014 and 2014-2015 fiscal years from
unexpended funds for licensed employees' salaries to pay expenses related to litigation.

UNIFORM EDUCATION REPORTING SYSTEM (UERS) FUNDS

SECTION 8.8.(a) Funds appropriated for the Uniform Education Reporting
System (UERS) shall not revert at the end of the 2012-2013 fiscal year. Funds appropriated for
UERS for the 2013-2015 fiscal biennium shall not revert at the end of each fiscal year but shall
remain available until expended.

SECTION 8.8.(b) This section becomes effective June 30, 2013.

REVISE NC VIRTUAL PUBLIC SCHOOLS (NCVPS) COST CALCULATION DATE
SECTION 8.9.(a) Section 7.22(d)(6) of S.L. 2011-145 is repealed.
SECTION 8.9.(b) In implementing the allotment formula for the North Carolina
Virtual Public Schools (NCVPS) program, the State Board of Education shall calculate, no later
than February 28 of each year, the actual instructional cost for each local school administrative
unit and charter school based upon actual NCVPS enrollment as of that date.

CLOSE NC CENTER FOR THE ADVANCEMENT OF TEACHING
SECTION 8.10.(a) G.S. 115C-296.5 is repealed.
SECTION 8.10.(b) G.S. 115C-296.6 is repealed.
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SECTION 8.10.(c) G.S. 126-5(c1)(29) is repealed.

SECTION 8.10.(d) The ownership, possession, and control of all property of The
North Carolina Center for the Advancement of Teaching located at Cullowhee, including
buildings, grounds, personal property, vehicles, and equipment, shall be transferred to Western
Carolina University. Notwithstanding Chapters 143 and 146 of the General Statutes, these
transfers may be made without gubernatorial or Council of State approval and without
consultation with the Joint Legislative Commission on Governmental Operations.

SECTION 8.10.(e) The Department of Administration shall determine the best use
for all property of The North Carolina Center for the Advancement of Teaching located at
Ocracoke, consistent with the terms of the conveyance of that property to the State. Any
transfer or reallocation of that property shall be in accordance with applicable law.

SECTION 8.10.(f) This section becomes effective June 30, 2013.

SCHOOL BUS REPLACEMENT

SECTION 8.11. The State Board of Education shall adopt guidelines that provide
for the replacement of school buses at 250,000 miles or, regardless of vehicle mileage, upon 20
years of service.

EDUCATION SERVICES FOR CHILDREN AT CERTAIN JUVENILE FACILITIES

SECTION 8.12. Funds appropriated for education services for children at certain
juvenile facilities under this act shall be distributed to Alexander County, Cabarrus County,
Chatham County, Cumberland County, Gaston County, Granville County, Lenoir County, New
Hanover County, Pitt County, and Wake County on the basis of facility bed capacity at the
State's detention centers and youth development centers located within those counties. These
funds shall only be used to provide educational services for children who are residents of the
facilities.

EVAAS SCHOOL PERFORMANCE GRADES

SECTION 8.13. The State Board of Education shall not be subject to the
requirements of Section 7.7(b) of this act for the development of school performance scores
and grades in accordance with G.S. 115C-12(9)cl.

LEA BUDGETARY FLEXIBILITY
SECTION 8.14.(a) G.S. 115C-105.25 reads as rewritten:
"8 115C-105.25. Budget flexibility.

@ Consistent with improving student performance, a local board shall provide
maximum flexibility to schools in the use of funds to enable the schools to accomplish their
goals.

(b) Subject to the following limitations, local boards of education may transfer and may
approve transfers of funds between funding allotment categories:
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(1a)

teachers:
Funds for children with disabilities, career and technical education, and other

(5a)

(5b)

purposes may be transferred only as permitted by federal law and the
conditions of federal grants or as provided through any rules that the State

supportpersonnelmay-be-transterredforstaf-development

No funds shall be transferred into the central office administration allotment
category.

Positions allocated for classroom teachers may be converted to dollar
equivalents to contract for visiting international exchange teachers. These
positions shall be converted at the statewide average salary for classroom
teachers, including benefits. The converted funds shall be used only to cover
the costs associated with bringing visiting international exchange teachers to
the local school administrative unit through a State-approved visiting
international exchange teacher program and supporting the visiting exchange
teachers.

Except as provided in subdivision (5a) of this subsection, positions allocated

(5¢)

for classroom teachers and instructional support personnel may be converted
to dollar equivalents for any purpose authorized by the policies of the State
Board of Education. These positions shall be converted at the salary on the
first step of the "A" Teachers Salary Schedule. Certified position allotments
shall not be transferred to dollars to hire the same type of position.

Funds allocated for school building administration may be converted for any

purpose authorized by the policies of the State Board of Education. For
funds related to principal positions, the salary transferred shall be based on
the first step of the Principal Ill Salary Schedule. For funds related to
assistant principal months of employment, the salary transferred shall be
based on the first step of the Assistant Principal Salary Schedule. Certified
position allotments shall not be transferred to dollars to hire the same type of
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9
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(10) Funds to carry out the elements of the Excellent Public Schools Act, which

are contained in Section 7A.1 of S.L. 2012-142, shall not be transferred.

(©) To ensure that parents, educators, and the general public are informed on how State
funds have been used to address local educational priorities, each local school administrative
unit shall publish the following information on its Web site by October 15 of each year:

(1) A description of each program report code, written in plain English, and a
summary of the prior fiscal year's expenditure of State funds within each
program report code.

(2) A description of each object code within a program report code, written in
plain English, and a summary of the prior fiscal year's expenditure of State
funds for each object code.

(3) A description of each allotment transfer that increased or decreased the
initial allotment amount by more than five percent (5%) and the educational
priorities that necessitated the transfer."

SECTION 8.14.(b) G.S. 115C-301 reads as rewritten:

"§ 115C-301. Allocation of teachers; class size.

@ Request for Funds. — The State Board of Education, based upon the reports of local
boards of education and such other information as the State Board may require from local
boards, shall determine for each local school administrative unit the number of teachers and
other instructional personnel to be included in the State budget request.

(b) Allocation of Positions. — The State Board of Education is authorized to adopt rules
to allot instructional personnel and teachers, within funds appropriated.

(© Maximum-Class Size. — Local school administrative units shall have the maximum
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()] Second Month Reports. — At the end of the second month of each school year, each
local board of education, through the superintendent, shall file a report for each school within
the school unit with the State Board of Education. The report shall be filed in a format
prescribed by the State Board of Education and shall include the organization for each school,
the duties of each teacher, the size of each class, the teaching load of each teacher, and such

other mformatlon as the State Board may requwe Asef—l;ebruapy—l—eaeh—year—leeal—beard&ef

7

may reguest aIIotment adfuetments—adwstments and ewawe#s—fmm—ﬂae—standa@s—set—eut

above—\Within—45-days—of receiptof reports—the State Board of Education, within funds
avallable may allot additional positions.pesitions-ergrant-wakversforthe-excess-elass-sizeof

(h) State Board Rules. — The State Board of Education shall adopt rules necessary for

the |mplementat|0n of Gl-ﬁ-SS—SI—ZE—&H-d—F@&GhJﬁg—I-G&d—pFG\HSIGHS—thIS sectlon

SECTION 8.14.(c) G.S. 115C-47(10) reads as rewritten:
"§ 115C-47. Powers and duties generally.
In addition to the powers and duties designated in G.S. 115C-36, local boards of education
shall have the power or duty:

(10) To Assure Appropriate Class Size. — It shall be the responsibility of local
boards of education to assure that the teacher positions allotted by the State

are used to maX|m|ze student achlevementelass—y%e—and—teaehmg—tead
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metaddition, each local board of education shall also have the duty to
provide an adequate number of elassrooms-to-meet-thereguirements-of-that
statute.classrooms."

SECTION 8.14.(d) G.S. 115C-276(k) reads as rewritten:

"(k)  To Submit Organization Reports and Other Information to the State Board. — Each
year the superintendent of each local school administrative unit shall submit to the State Board
of Education statistical reports, certified by the chairman of the board of education, showing the
organization of the schools in his or_her unit and any additional information the State Board
may require. At the end of the second month of school each year, local boards of education,
through the superintendent, shall report school organization, employees' duties, class sizes, and

teachlng Ioads to the State Board of Edueaﬂena&prex%ed—m@%—l—l%@-%@)—Educaﬂon As

RESIDENTIAL SCHOOLS

SECTION 8.15.(a) The Department of Public Instruction shall not transfer any
school-based personnel from the State's residential schools to central office administrative
positions.

SECTION 8.15.(b) Notwithstanding G.S. 146-30 or any other provision of law, the
Department of Public Instruction shall retain all proceeds generated from the rental of building
space on the residential school campuses. The Department of Public Instruction shall use all
receipts generated from these leases to staff and operate the North Carolina School for the
Deaf, the Eastern North Carolina School for the Deaf, and the Governor Morehead School.
These receipts shall not be used to support administrative functions within the Department.

EXCELLENT PUBLIC SCHOOLS ACT/SUMMER READING CAMPS

SECTION 8.16. Funds appropriated for the 2013-2015 fiscal biennium for summer
reading camps as defined in G.S. 115C-83.3(9) shall not revert at the end of each fiscal year but
shall remain available until expended.

PARTICIPATION IN COMMUNITIES IN SCHOOLS LEARNING INITIATIVE

SECTION 8.17.(a) The purpose of the Harvard University Reads for Summer
Learning Initiative, which is conducted in concert with Communities In Schools of North
Carolina, Inc. (CISNC), is to help at-risk children in grades two through five read at grade level
by the fourth grade and to maintain their reading competency. Students who are enrolled in this
initiative shall be exempt from mandatory retention requirements set out in G.S. 115C-83.7 and
G.S. 115C-238.29F. Any student participating in this initiative and in need of more intensive
intervention shall, however, be placed in a summer reading program as determined by the local
school administrative unit and as approved by the child's parent or guardian.

SECTION 8.17.(b) CISNC shall report to the Joint Legislative Education
Oversight Committee on the initiative by November 1, 2015. This report shall include reading
competency outcome data for all participating students.
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SECTION 8.17.(c) Subsection (a) of this section expires at the end of the
2014-2015 school year.

INSTRUCTIONAL IMPROVEMENT SYSTEM

SECTION 8.18.(a) It is the intent of the General Assembly that the optional
portions of the Home Base Instructional Improvement System (System) shall be
receipt-supported. The State Board of Education shall establish a cost not to exceed four dollars
(%$4.00) per average daily membership for local school administrative units and charter schools
that elect to participate in the optional portions of the System. A local school administrative
unit or charter school may identify budget reductions to State Public School Fund allotments to
cover the required payment.

SECTION 8.18.(b) If funds collected pursuant to subsection (a) of this section are
not sufficient to cover the cost of the optional portions of the System, the State Board of
Education may use funds appropriated to the Department of Public Instruction or State Aid for
Public Schools for this purpose.

SECTION 8.18.(c) If funds collected pursuant to subsection (a) of this section
exceed the cost of the optional portions of the System, such funds shall not revert and shall be
used to reduce the per-student cost in the subsequent fiscal years.

SECTION 8.18.(d) This section becomes effective July 1, 2014.

STUDY OF GPA CALCULATIONS

SECTION 8.19. The Joint Legislative Education Oversight Committee shall study
the State Board of Education’s policy on calculating the weighted grade point average and class
rank on high school transcripts, especially the proper weights for courses taken through
community colleges, independent colleges, and universities. The Committee shall report the
results of its study to the General Assembly prior to the convening of the 2013 Regular Session
of the General Assembly in 2014.

REGIONAL SCHOOL BOARDS

SECTION 8.20. G.S. 115C-238.63(a) reads as rewritten:

"(a) Appointment. — A board of directors for a regional school shall consist of the
following members. Appointed members of the board of directors shall be selected for their
interest in and commitment to the importance of public education to regional economic
development and to the purposes of the regional school.

1) Local boards of education. — Each participating unit shall appoint one
member to the board of directors from among the membership of the local
board of education. Members appointed by local boards of education shall
serve terms of four years.

2) Local superintendents. — The local superintendent of the local school
administrative unit identified as the finance agent for the regional school
shall serve as an ex officio member of the board of directors. One additional
superintendent shall be selected from among the superintendents of the
participating units by those superintendents. The additional superintendent
shall serve an initial term of two years. Subsequent appointees shall serve a
term of four years.

3 Eeenemrc—develepmem—regren—Busmess communltv — The Eeenemre

board of d|rectors for the chamber of commerce of the countv in which the

regional school is leeated located, in consultation with the North Carolina
Economic Developers Association, shall appoint at least three members as
representatives of the business community. At least fifty percent (50%) of
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the members of the board of directors for the regional school shall be
representatives of the business community appointed in accordance with this
subdivision. At least one of the appointees shall be a resident of the county
in which the regional school is located. The appointees shall serve an initial
term of two years. Subsequent appointees shall serve a term of four years.

4) Parent Advisory Council. — The Parent Advisory Council established by
G.S. 115C-238.69 shall appoint a member to the board of directors from
among the Council membership. The member appointed by the Council shall
serve a term of four years or until the child of the parent no longer attends
the regional school.

5) Higher education partners. — Any institution of higher education partner may
appoint a representative of the institution of higher education to serve as an
ex officio member of the board of directors."

TEACH FOR AMERICA EXPANSION AND NC TEACHER CORPS
SECTION 8.21.(a) Teach for America, Inc. (TFA), shall use a portion of the funds
available to it for the 2013-2015 fiscal biennium to recruit, train, support, and retain teachers to
work in the North Carolina public schools. TFA shall leverage State funds to raise additional
funding to achieve the purposes set out in this section and shall expand its current programs and
initiate new programs as follows:
1) TFA shall establish a program in the Piedmont Triad region (the area within
and surrounding the three major cities of Greensboro, Winston-Salem, and
High Point) and expand its current program in the southeast region of the
State. TFA shall establish the following goals for the number of teacher
candidates accepted to these programs:
a. In the Piedmont Triad region, at least 50 candidates who will be
recruited in the 2013-2014 school year to begin teaching in the
2014-2015 school year.

b. In the southeast region of the State, at least 50 candidates to begin
teaching in the 2013-2014 school year.
C. Combined for the southeast and northeast regions of the State, a total

of at least 175 candidates beginning with the 2013-2014 school year.

(2)  TFA shall develop and establish a new program, Teach Back Home, to
increase the recruitment of candidates who are residents of North Carolina.

3) TFA shall develop and establish two new programs, Teach Beyond Two and
Make it Home, to increase the number of candidates who remain working in
North Carolina public schools beyond their initial two-year TFA
commitment by developing innovative strategies to work with both TFA
participants and local school administrators and board of education members
to extend the service commitment of TFA participants.

(4)  TFA shall increase targeted recruitment efforts of candidates who are (i)
working in areas related to STEM education, (ii) mid-career level and lateral
entry industry professionals, and (iii) veterans of the United States Armed
Forces.

SECTION 8.21.(b) By March 1, 2014, and by January 1, 2015, and annually
thereafter, TFA shall report to the Joint Legislative Education Oversight Committee on the
operation of its programs under subsection (a) of this section, including at least all of the
following information:

(1)  The total number of applications received nationally from candidates

seeking participation in the program.
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2 The total number of applications received from candidates who are residents
of North Carolina and information on the source of these candidates,
including the number of (i) recent college graduates and the higher
institution the candidates attended, (ii) mid-career level and lateral entry
industry professionals, and (iii) veterans of the United States Armed Forces.

3) The total number of North Carolina candidates accepted by TFA.

4) The total number of accepted candidates placed in North Carolina, including
the number of accepted candidates who are residents of North Carolina.

(5) The regions in which accepted candidates have been placed, the number of
candidates in each region, and the number of students impacted by
placement in those regions.

(6) Success of recruitment efforts, including the Teach Back Home program and
targeting of candidates who are (i) working in areas related to STEM
education, (ii) mid-career level and lateral entry industry professionals, and
(iii) veterans of the United States Armed Forces.

@) Success of retention efforts, including the Teach Beyond Two and Make it
Home programs, and the percentage of accepted candidates working in their
placement communities beyond the initial TFA two-year commitment period
and the number of years those candidates teach beyond the initial
commitment.

(8) A financial accounting of how the State funds appropriated to TFA were
expended in the previous year, including at least the following information:
a. Funds expended by region of the State.

b. Details on program costs, including at least the following:
1. Recruitment, candidate selection, and placement.
2. Preservice training and preparation costs.
3. Operational and administrative costs, including development

and fundraising, alumni support, management costs, and
marketing and outreach.
C. Funds received through private fundraising, specifically by sources
in each region of the State.

SECTION 8.21.(c) Effective July 1, 2014, G.S. 115C-296.7 is amended by adding
a new subsection to read:

"(h) The State Board of Education is authorized to contract for the administration of the
NC Teacher Corps."”

SECTION 8.21.(c1) The State Board of Education shall enter into a contract,
effective July 1, 2014, with Teach for America, Inc., (TFA) to administer provisions of
G.S. 115C-296.7. The contract shall require that TFA make publicly available all documents
related to the execution of this program and the expenditure of State funds.

SECTION 8.21.(d) Beginning with the 2014-2015 fiscal year, TFA shall use a
portion of the funds available to it to administer the NC Teacher Corps program in accordance
with subsection (c1) of this section. TFA may also use a portion of the funds available to it for
the 2013-2014 fiscal year to recruit a cohort of NC Teacher Corps members for the 2014-2015
school year. TFA shall include information regarding the operation of the NC Teacher Corps in
its annual report to the Joint Legislative Education Oversight Committee by January 1, 2015,
and annually thereafter, as required under subsection (b) of this section.

SECTION 8.21.(e) TFA shall submit quarterly updates on the information
contained in the annual report required by this section to the offices of the President Pro
Tempore of the Senate and the Speaker of the House of Representatives, the Chairs of the
Senate Appropriations/Base Budget Committee, the House Appropriations Committee, the
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Senate Appropriations Committee on Education/Higher Education, the House Appropriations
Subcommittee on Education, and the Fiscal Research Division.

SECTION 8.21.(f) The State Board of Education shall provide ongoing support
through coaching, mentoring, and continued professional development to NC Teacher Corps
members who were placed in North Carolina public schools in accordance with
G.S. 115C-296.7 for the 2012-2013 and 2013-2014 school years.

PHASE OUT CERTAIN TEACHER SALARY SUPPLEMENTS

SECTION 8.22. Notwithstanding Section 35.11 of this act, no teachers or
instructional support personnel, except for school nurses, shall be paid on the "M" salary
schedule or receive a salary supplement for academic preparation at the six-year degree level or
at the doctoral degree level for the 2014-2015 school year, unless they were paid on that salary
schedule or received that salary supplement prior to the 2014-2015 school year.

PUBLIC-PRIVATE PARTNERSHIPS FOR THE READ TO ACHIEVE PROGRAM

SECTION 8.23. Local school administrative units shall consider the utilization of
public-private partnerships in implementing the requirements of the North Carolina Read to
Achieve Program. The Department of Public Instruction may recommend nonprofit
organizations with expertise in literacy training in low-performing schools and the ability to
leverage private resources to partner with the local school administrative units in implementing
the program.

PART IX. THE EXCELLENT PUBLIC SCHOOLS ACT OF 2013

STATE EMPLOYEE LITERACY VOLUNTEER LEAVE TIME
SECTION 9.1. G.S. 126-4 reads as rewritten:
"8 126-4. Powers and duties of State Personnel Commission.
Subject to the approval of the Governor, the State Personnel Commission shall establish
policies and rules governing each of the following:

(5b) A leave program that allows employees to volunteer in a literacy program in
a public school for up to five hours each month.

MAXIMIZE INSTRUCTIONAL TIME

SECTION 9.2.(a) G.S. 115C-174.12(a) reads as rewritten:

"(a) The State Board of Education shall establish policies and guidelines necessary for
minimizing the time students spend taking tests administered through State and local testing
programs, for minimizing the frequency of field testing at any one school, and for otherwise
carrying out the provisions of this Article. These policies and guidelines shall include the
following:

Q) Schools shall devote no more than two days of instructional time per year to
the taking of practice tests that do not have the primary purpose of assessing
current student learning;

2 Students in a school shall not be subject to field tests or national tests during
the two-week period preceding the administration of end-of-grade tests,
end-of-course tests, or the school's regularly scheduled final exams; and

3 No school shall participate in more than two field tests at any one grade level

during a school year unless that school volunteers, through a vote of s
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(4)  All annual assessments of student achievement adopted by the State Board
of Education pursuant to G.S. 115C-174.11(c)(1) and (3) and all final exams
for courses shall be administered within the final 10 instructional days of the
school year for year-long courses and within the final five instructional days
of the semester for semester courses. Exceptions shall be permitted to
accommodate a student's individualized education program and section 504
(29 U.S.C. 8§ 794) plans and for the administration of final exams for courses
with national or international curricula required to be held at designated
times.

These policies shall reflect standard testing practices to insure reliability and validity of the
sample testing. The results of the field tests shall be used in the final design of each test. The
State Board of Education's policies regarding the testing of children with disabilities shall (i)
provide broad accommodations and alternate methods of assessment that are consistent with a
ehild's-student's individualized education program and section 504 (29 U.S.C. § 794) plans, (ii)
prohibit the use of statewide tests as the sole determinant of decisions about a ehid'sstudent's
graduation or promotion, and (iii) provide parents with information about the Statewide Testing
Program and options for studentschildren with disabilities. The State Board shall report its
proposed policies and proposed changes in policies to the Joint Legislative Education Oversight
Committee prior to adoption.

The State Board of Education may appoint an Advisory Council on Testing to assist in
carrying out its responsibilities under this Article.”

SECTION 9.2.(b) Notwithstanding the provisions of G.S. 115C-174.11(c), the

State Board of Education shall report to the Joint Legislative Education Oversight Committee
prior to the purchase and implementation of a new assessment instrument to assess student
achievement on the Common Core State Standards, including the Common Core Smarter
Balance Consortium Assessments. The State Board shall not purchase such an assessment
instrument without the enactment of legislation by the General Assembly authorizing the
purchase.

SECTION 9.2.(c) This section applies beginning with the 2013-2014 school year.

STRENGTHEN TEACHER LICENSURE AND MODIFY LICENSURE FEES
SECTION 9.3.(a) G.S. 115C-296 reads as rewritten:

"§ 115C-296. Board sets licensure requirements; reports; lateral entry and mentor
programs.

(@2) The State Board of Education shall impese-the—foHewing-establish a schedule of
fees for teacher licensure and administrative ehanges:changes. The fees established under this
subsection shall not exceed the actual cost of providing the service. The schedule may include
fees for any of the following services:

1) Application for demographic or administrative changes to a leense;
$30-00-license.

2 Application for a duplicate license or for copies of documents in the
licensure fHes-$30-00-files.

3 Application for a renewal, extension, addition, upgrade, reinstatement, and
variation to a Heense-$55-00-license.

4 Initial application for a New, In-State Approved Program Graduate;
$55.00.Graduate.

5) Initial application for an Out-of-State lieense-$85-00-license.

(6)  All other applications-$85-00-applications.

FheAn applicant must pay the—feeany nonrefundable service fees at the time thean
application is submitted.
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(a3) For the purposes of subsection (a2) of this section only, the State Board of
Education shall not be subject to Article 2A of Chapter 150B of the General Statutes.

(a4) The State Board of Education shall report to the Joint Legislative Education
Oversight Committee by March 15 in any vyear that the amount of fees in the fee schedule
established under subsection (a2) of this section has been modified during the previous 12
months. The report shall include the number of personnel paid from licensure receipts, any
change in personnel paid from receipts, other related costs covered by the receipts, and the
estimated unexpended receipts as of June 30 of the year reported.

"

SECTION 9.3.(b) G.S. 115C-296 reads as rewritten:
"§ 115C-296. Board sets licensure requirements; reports; lateral entry and mentor
programs.

(b) It is the policy of the State of North Carolina to maintain the highest quality teacher
education programs and school administrator programs in order to enhance the competence of
professional personnel licensed in North Carolina. To the end that teacher preparation programs
are upgraded to reflect a more rigorous course of study, the State Board of Education, as lead
agency in coordination and cooperation with the University Board of Governors, the Board of
Community Colleges and such other public and private agencies as are necessary, shall
continue to refine the several licensure requirements, standards for approval of institutions of
teacher education, standards for institution-based innovative and experimental programs,
standards for implementing consortium-based teacher education, and standards for improved
efficiencies in the administration of the approved programs.

[€9)] Licensure Standards. —

a The licensure program shall provide for initial licensure after
completion of preservice training, continuing licensure after three
years of teaching experience, and license renewal every five years
thereafter, until the retirement of the teacher. The last license renewal
received prior to retirement shall remain in effect for five years after
retirement. The licensure program shall also provide for lifetime
licensure after 50 years of teaching.

The State Board of Education, in consultation with the Board of
Governors of The University of North Carolina, shall evaluate and
develop enhanced requirements for continuing licensure. The new
requirements shall reflect more rigorous standards for continuing
licensure and shall be aligned with high quality professional
development programs that reflect State priorities for improving
student achievement. Standards for continuing licensure shall include
at least eight continuing education credits with at least three credits
required in a teacher's academic subject area.
The State Board of Education, in consultation with local boards of
education and the Board of Governors of The University of North
Carolina, shall reevaluate and enhance the requirements for renewal
of teacher licenses. The State Board shall consider modifications in
the license renewal achievement and to make it a mechanism for
teachers to renew continually their knowledge and professional
skills.
(2)  Teacher education programs. —
a. The State Board of Education, as lead agency in coordination with
the Board of Governors of The University of North Carolina, the
North Carolina Independent Colleges and Universities, and any other

|=

|©
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public and private agencies as necessary, shall continue to raise
standards for entry into teacher education programs.
To further ensure that teacher preparation programs remain current
and reflect a rigorous course of study that is aligned to State and
national standards, the State Board of Education, in consultation with
the Board of Governors of The University of North Carolina, shall do
all of the following to ensure that students preparingare prepared to
teach in elementary sehoelsschools:

1. H—haveProvide students with adequate coursework in the
teaching of reading and mathematies;mathematics.

2. ~H)—are—assessedAssess students prior to—eertification
licensure to determine that they possess the requisite
knowledge in scientifically based reading and mathematics
instruction that is aligned with the State Board's

expectations;expectations.
~(H)—continue—to—receiveContinue to provide students with

preparation in applying formative and summative assessments
within  the school and classroom setting through
technology-based assessment systems available in North
Carolina schools that measure and predict expected student
imprevementanrdimprovement.

4. {iv)-are-preparedPrepare students to integrate arts education
across the curriculum.

The State Board of Education, in consultation with local boards of

education and the Board of Governors of The University of North

Carolina, shall evaluate and modify, as necessary, the academic

requirements of teacher preparation programs for students preparing

|

to teach science in middle and high schools to ensure that there is
adequate preparatlon in |ssues related to science laboratory safety.

The standards for approval of institutions of teacher education shall
require that teacher education programs for all students include
demonstrated competencies in (i) the identification and education of
children with disabilities and (ii) positive management of student
behavior and effective communication techniques for defusing and
deescalating disruptive or dangerous behavior.

The State Board of Education shall incorporate the criteria developed
in accordance with G.S. 116-74.21 for assessing proposals under the
School Administrator Training Program into its school administrator
program approval standards.
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f All North Carolina institutions of higher education that offer teacher
education programs, masters degree programs in education, or
masters degree programs in school administration shall provide
annual performance reports to the State Board of Educatlon

(bl) The State Board pf Education shall develop—a—plan—to—provide—afocusedreview

ofrequire teacher education pregramsprograms, masters degree programs in education, and
masters degree programs in school administration to submit annual performance reports. The
performance reports shall provide the State Board with a focused review of the programs and
the current process of accrediting these programs in order to ensure that the programs produce

graduates that are well prepared to teach#he—plan—sha”—melede—the—dex@epment—and

(1)  Teacher education program performance report. — The performance report

for each teacher education program in North Carolina shall follow a

common format and include at least the following elements:

a —quahtyQuality of students entering the schools of education,
including the average grade point average and average score on
preprofessional skills tests that assess reading, writing, math and

other GG-HCI-BGEEHGPGS— ompetenues

b. (H)-graduationrates;Graduation rates.

[oN {Hb-time-to-graduation-rates: Time-to-graduation rates.

d. v)-averageAverage scores of graduates on professional and content
area examination for the purpose of Heensure;licensure.

e. {v)—perecentagePercentage  of  graduates receiving initial
lieenses;licenses.

f. fvb)-pereentagePercentage of graduates hired as teachers;teachers.

g. {vi—percentagePercentage of graduates remaining in teaching for
four years;years.

h. {vii)—graduateGraduate satisfaction based on a common survey:
andsurvey.

i {x)-employerEmployer satisfaction based on a common survey.

I- Teacher contrrbutron to the academrc success of students.

(2)  Masters deqree proqrams in educatron and school admmrstratlon

performance report. — The State Board-alse shall developand-implementa

plan-forrequire submission to the State Board of annual performance reports
ferfrom all masters degree programs in education and school administration
in North Carolina. To the extent it is appropriated, the performance report
shall include similar indicators to those developedrequired for the
performance report for teacher education pregrams-programs as set forth in
subdivision (1) of this subsection. The performance reports shall follow a
common format.

3) Educator preparation program report card. — The State Board shall create a
higher education educator preparation program report card reflecting the
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information collected in the annual performance reports for each North
Carolina institution offering teacher education programs and master of
education programs. The report cards shall, at a minimum, summarize
information reported on all of the performance indicators for the
performance reports required by subdivision (1) of this subsection.

(4)  Submission of annual performance reports. — Beth—plans—forperformance

Performance reports alse—shall inelude—a—method—to—provide—the—annual
performancereports-be provided annually to the Board of Governors of The

University of North Carolina, the State Board of Education, and the boards
of trustees of the independent colleges. The State Board of Education shall
review the schools of education performance reports and the performance
reports for masters degree programs in education and school administration
each year the performance reports are submitted. Iheétafée—Bearel—sh&H

SubseqeentThe performance reports and the educator preparatlon proqram

report cards shall be submitted to the Joint Legislative Education Oversight
Committee on an annual basis by October 1.

(5)  State Board action based on performance. — The State Board of Education
shall reward and sanction approved teacher education programs and master
of education programs and revoke approval of those programs based on the
performance reports and other criteria established by the State Board of
Education.

(b2)  An undergraduate student seeking a degree in teacher education must attain passing
scores on a preprofessional skills test prior to admission to an approved teacher education
program in a North Carolina college or university. The State Board of Education shall permit
students to fulfill this requirement by achieving the prescribed minimum scores set by the State
Board of Education for the Praxis | tests or by achieving the appropriate required score, as
determined by the State Board of Education, on the verbal and mathematics portions of the
SATFSAT or ACT. The minimum combined verbal and mathematics score set by the State
Board of Education for the SAT shall be between—900—and—1,200-1,100 or greater. The
minimum composite score set by the State Board of Education for the ACT shall be 24 or
greater.

(© It is the policy of the State of North Carolina to encourage lateral entry into the
profession of teaching by skilled individuals from the private sector. To this end, before the
1985-86 school year begins, the State Board of Education shall develop criteria and procedures
to accomplish the employment of such individuals as classroom teachers. Beginning with the
2006-2007 school year, the criteria and procedures shall include preservice training in (i) the
identification and education of children with disabilities and (ii) positive management of
student behavior, effective communication for defusing and deescalating disruptive or
dangerous behavior, and safe and appropriate use of seclusion and restraint. Skilled individuals
who choose to enter the profession of teaching laterally may be granted a provisionatlateral
entry teaching license for no more than three years and shall be required to obtain licensure
before contracting for a fourth year of service with any local administrative unit in this State.

SECTION 9.3.(c) G.S. 115C-296, as rewritten by subsections (a) and (b) of this
section, reads as rewritten:
"§ 115C-296. Board sets licensure requirements; reports; lateral entry and mentor
programs.
@ The State Board of Education shall have entire control of licensing all applicants for
teaching positions in all public-elementary—-and-high schools of North Carolina; and it shall
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prescribe the rules and regulations for the renewal and extension of all licenses and shall
determine and fix the salary for each grade and type of license which it authorizes.

The State Board of Education mayshall require an applicant for an initial bachelors degree
certificatelicense or graduate degree ecertificatelicense to demonstrate the applicant's academic
and professional preparation by achieving a prescribed minimum score on a standard
examination appropriate and adequate for that purpose. Elementary Education (K-6) and
special education general curriculum teachers shall also achieve a prescribed minimum score
on subtests or standard examinations specific to teaching reading and mathematics. The State
Board of Education shall permit an applicant to fulfill any such testing requirement before or
during the applicant's second year of teaching provided the applicant took the examination at
least once during the first year of teaching. The State Board of Education shall make any
required standard initial licensure exam sufficienthy-rigorous and raise the prescribed minimum
score as necessary to ensure that each applicant has adeguate-received high quality academic
and professional preparation to teach-teach effectively.

(@l) The State Board shall adopt policies that establish the minimum scores for any
required standard examinations and other measures necessary to assess the qualifications of
professional personnel as required under subsection (a) of this section. For purposes of this
subsection, the State Board shall not be subject to Article 2A of Chapter 150B of the General
Statutes. At least 30 days prior to changing any policy adopted under this subsection, the State
Board shall provide written notice to all North Carolina schools of education and to all local
boards of education. The written notice shall include the proposed revised policy.

(@a2) The State Board of Education shall establish a schedule of fees for teacher licensure
and administrative changes. The schedule may include fees for any of the following services:

1) Application for demographic or administrative changes to a license.

(2)  Application for a duplicate license or for copies of documents in the
licensure files.

3) Application for a renewal, extension, addition, upgrade, reinstatement, and
variation to a license.

4) Initial application for a New, In-State Approved Program Graduate.

(5) Initial application for an Out-of-State license.

(6)  All other applications.

An applicant must pay any nonrefundable service fees at the time an application is
submitted.

(@3) For the purposes of subsection (a2) of this section, the State Board of Education
shall not be subject to Article 2A of Chapter 150B of the General Statutes.

(a4) The State Board of Education shall report to the Joint Legislative Education
Oversight Committee by March 15 in any year that the amount of fees in the fee schedule
established under subsection (a2) of this section has been modified during the previous 12
months. The report shall include the number of personnel paid from licensure receipts, any
change in personnel paid from receipts, other related costs covered by the receipts, and the
estimated unexpended receipts as of June 30 of the year reported.

(b) It is the policy of the State of North Carolina to maintain the highest quality teacher
education programs and school administrator programs in order to enhance the competence of
professional personnel licensed in North Carolina. To the end that teacher preparation programs
are upgraded to reflect a more rigorous course of study, the State Board of Education, as lead
agency in coordination and cooperation with the University Board of Governors, the Board of
Community Colleges and such other public and private agencies as are necessary, shall
continue to refine the several licensure requirements, standards for approval of institutions of
teacher education, standards for institution-based innovative and experimental programs,
standards for implementing consortium-based teacher education, and standards for improved
efficiencies in the administration of the approved programs.
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1) Licensure standards. —

a.

The licensure program shall provide for initial licensure after
completion of preservice training, continuing licensure after three
years of teaching experience, and license renewal every five years
thereafter, until the retirement of the teacher. The last license renewal
received prior to retirement shall remain in effect for five years after
retirement. The licensure program shall also provide for lifetime
licensure after 50 years of teaching.

The State Board of Education, in consultation with the Board of
Governors of The University of North Carolina, shall evaluate and
develop enhanced requirements for continuing licensure. The new
requirements shall reflect more rigorous standards for continuing
licensure and shall be aligned with high quality professional
development programs that reflect State priorities for improving
student achievement. Standards for continuing licensure shall include
at least eight continuing education credits, with at least three credits
required in the teacher's academic subject areas._Standards for
continuing licensure for elementary and middle school teachers shall
include at least three continuing education credits related to literacy.
Literacy renewal credits shall include evidence-based assessment,
diagnosis, and intervention strategies for students not demonstrating
reading proficiency. Oral language, phonemic and phonological
awareness, phonics, vocabulary, fluency, and comprehension shall be
addressed in literacy-related activities leading to license renewal for
elementary school teachers.

The State Board of Education, in consultation with local boards of
education and the Board of Governors of The University of North
Carolina, shall reevaluate and enhance the requirements for renewal
of teacher licenses. The State Board shall consider modifications in
the license renewal achievement and to make it a mechanism for
teachers to renew continually their knowledge and professional
skills.

(2)  Teacher education programs. —

a.

The State Board of Education, as lead agency in coordination with
the Board of Governors of The University of North Carolina, the
North Carolina Independent Colleges and Universities, and any other
public and private agencies as necessary, shall continue to raise
standards for entry into teacher education programs.

To further ensure that teacher preparation programs remain current
and reflect a rigorous course of study that is aligned to State and
national standards, the State Board of Education, in consultation with
the Board of Governors of The University of North Carolina, shall do
all of the following to ensure that students are prepared to teach in
elementary schools:

1. Provide students with adequate coursework in the teaching of
reading and mathematics.
2. Assess students prior to licensure to determine that they

possess the requisite knowledge in scientifically based
reading and mathematics instruction that is aligned with the
State Board's expectations.
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3. Continue to provide students with preparation in applying
formative and summative assessments within the school and
classroom setting through technology-based assessment
systems available in North Carolina schools that measure and
predict expected student improvement.

4. Prepare students to integrate arts education across the
curriculum.

The State Board of Education, in consultation with local boards of

education and the Board of Governors of The University of North

Carolina, shall evaluate and modify, as necessary, the academic

requirements of teacher preparation programs for students preparing

to teach science in middle and high schools to ensure that there is
adequate preparation in issues related to science laboratory safety.

The standards for approval of institutions of teacher education shall

require that teacher education programs for all students include the

following demonstrated competenciescompetencies:

1. #All teacher education programs. —

1. {H—theThe identification and education of children
with disabilities-anddisabilities.

1L -(H)-positivePositive management of student behavior
and effective communication techniques for defusing
and deescalating disruptive or dangerous behavior.

Elementary and special education general curriculum teacher

education programs. —

L Teaching of reading, including a substantive
understanding of reading as a process involving oral
language, phonological and phonemic awareness,
phonics, fluency, vocabulary, and comprehension.

1. Evidence-based assessment and diagnosis of specific
areas of difficulty with reading development and of
reading deficiencies.

1Il.  Appropriate application of instructional supports and
services and reading interventions to ensure reading
proficiency for all students.

The State Board of Education shall incorporate the criteria developed

in accordance with G.S. 116-74.21 for assessing proposals under the

School Administrator Training Program into its school administrator

program approval standards.

All North Carolina institutions of higher education that offer teacher

education programs, masters degree programs in education, or

masters degree programs in school administration shall provide
annual performance reports to the State Board of Education.

N

SECTION 9.3.(d) G.S. 150B-1(d) is amended by adding a new subdivision to

read:

"(d) Exemptions from Rule Making. — Article 2A of this Chapter does not apply to the

following:

(21)

The State Board of Education in establishing a schedule of fees for teacher

Page 72

licensure and administrative changes pursuant to G.S. 115C-296(a2)."

Senate Bill 402 S402-PCS35347-MDxf-10



O©CoOoO~NO O WDN PP

General Assembly Of North Carolina Session 2013

SECTION 9.3.(e) The State Board of Education shall develop a plan to require the
schools of education to measure performance and provide an annual report on the demonstrated
competencies included in their elementary and special education general curriculum teacher
education programs on (i) teaching of reading, including a substantive understanding of reading
as a process involving oral language, phonological and phonemic awareness, phonics, fluency,
vocabulary, and comprehension; (ii) evidence-based assessment and diagnosis of specific areas
of difficulty with reading development and of reading deficiencies; and (iii) appropriate
application of instructional supports and services and reading interventions to ensure reading
proficiency for all students. The plan shall address requiring this information to be included in
the annual performance reports to the State Board and the higher education educator
preparation program report cards required by G.S. 115C-296, as enacted by this section. The
State Board shall report to the Joint Legislative Education Oversight Committee on or before
March 15, 2014, on the plan to include this information in the performance reports required for
the 2014-2015 school year.

SECTION 9.3.(f) Subsection (b) of this section applies beginning with the
2013-2014 school year. Subsection (c) of this section applies beginning with the 2014-2015
school year.

For teachers who are in their fourth or fifth year of their current five-year license
renewal cycle, the changes required by G.S. 115C-296(b)(1)b., as enacted by subsections (b)
and (c) of this section, shall apply beginning with the first year of their next five-year license
renewal cycle.

SCHOOL PERFORMANCE GRADES
SECTION 9.4.(a) Section 7A.3(e) of S.L. 2012-142 is repealed.
SECTION 9.4.(b) Article 8 of Chapter 115C of the General Statutes is amended by
adding a new Part to read:
"Part 1B. School Performance.
"8 115C-83.11. School performance scores, grades, including measure of student growth.

(a) The State Board of Education shall award school performance scores and grades as
required by G.S. 115C-12(9)cl., calculated as provided in this section. Eighty percent (80%) of
the overall performance score shall be determined by the results of the achievement calculation,
and the remaining twenty percent (20%) shall be determined by the results of the student
growth calculation. The State Board shall enter all necessary data for each indicator into the
Education Value-Added Assessment System (EVAAS) in order to calculate an overall school
achievement score and overall school growth score.

(b)  Achievement Calculation. — Using EVAAS, the State Board of Education shall
calculate the overall achievement score earned by schools. In calculating the overall school
achievement score earned by schools, the State Board of Education shall (i) total the sum of
points earned by the school; (ii) proportionally weigh the achievement indicators based on the
number of students measured by any given achievement indicator; and (iii) proportionally
adjust the scale to account for the absence of school achievement indicators for award of scores
to a school that does not have a measure of one of the school achievement indicators annually
assessed for the grades taught at that school.

©) Growth Calculation. — Using EVAAS, the State Board shall calculate the overall
growth score earned by schools. In calculating the total growth score earned by schools, the
State Board of Education shall weight student growth on achievement measures as provided in
subsection (b) of this section. The numerical values used to determine whether a school has
met, exceeded, or has not met expected growth shall be translated to a 100-point scale. The
equivalent number of points shall be added to a school's total sum of points.

(d) Elementary and Middle Schools Achievement Indicators. — For schools serving
students in Kindergarten through eighth grade, the overall school achievement score shall be
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calculated based on the sum of the following school achievement indicators that are weighted
proportionally by the number of students measured by each indicator. The score shall be
calculated as follows:
(1)  One point for each percent of students who score at or above proficient on
annual assessments for mathematics in grades three through eight.
(2)  One point for each percent of students who score at or above proficient on
annual assessments for reading in grades three through eight.
(3)  One point for each percent of students who score at or above proficient on
annual assessments for science in grades five and eight.
(4)  One point for each percent of students who score at or above proficient in
Algebra I/Integrated Math I, English |1, or Biology end-of-course tests.

(e) High Schools Achievement Indicators. — The school achievement score earned by
schools serving students in ninth through 12th grade shall reflect academic achievement, career
and college readiness, and graduation rate. The school achievement score shall be calculated
based on the sum of the following school achievement indicators that are weighted
proportionally by the number of students measured by each indicator. The score shall be
calculated as follows:

(1)  One point for each percent of students who score at or above proficient on
annual assessments for mathematics.

(2)  One point for each percent of students who score at or above proficient on
annual assessments for English.

(3)  One point for each percent of students who score at or above proficient on
annual assessments for biology.

(4)  One point for each percent of students who complete a mathematics class
beyond Algebra I/Integrated Math 11 with a passing grade.

(5)  One point for each percent of students who achieve the minimum score
required for admission into a constituent institution of The University of
North Carolina System on a nationally normed test of college readiness.

(6)  One point for each percent of students enrolled in Career and Technical

Education courses who meet the standard when scoring at Silver, Gold, or
Platinum levels on a nationally normed test of workplace readiness.

(7)  One point for each percent of students who graduate within four years of
entering high school.

) Calculation of School Performance Scores and Grades. — The State Board of
Education shall calculate school performance scores by totaling the sum of school achievement
points, as provided in subsections (b), (d), (e) of this section, and school growth points, as
provided in subsection (c) of this section, earned by the school. School achievement points
shall account for eighty percent (80%), and school growth points shall account for twenty
percent (20%) of the total sum. The sum of points shall be converted to a 100-point scale. The
school performance score shall be used to determine the school performance grade based on the
following scale:

(1) At least 90 performance grade points for an overall school performance

grade of A.
At least 80 performance grade points for an overall school performance

grade of B.
At least 70 performance grade points for an overall school performance

grade of C.
At least 60 performance grade points for an overall school performance

grade of D.
A school that accumulates fewer than 60 points shall be assigned an overall
school performance grade of F.

S
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@ Elementary and Middle School Reading and Math Scores. — For schools serving
students in kindergarten through eighth grade, the school performance scores in reading and
mathematics, respectively, shall be reported separately on the annual school report card
provided under G.S. 115C-12(9)cl., 115C-238.29F, and 115C-238.66.

(h) Indication of Growth. — In addition to the overall school performance score and
grade, the State Board shall include as a part of the annual school report card a separate
indicator reflecting a measure of growth for performance on annual assessments for reading,
mathematics, and science in grades three through eight and on annual assessments for
mathematics, English, and biology in grades nine through 12. Using EVAAS, the State Board
shall designate that a school has (i) met, (ii) failed to meet, or (iii) exceeded expected growth.
The growth measure shall be clearly displayed in the annual school report card provided under
G.S. 115C-12(9)c1., 115C-238.29F, and 115C-238.66."

SECTION 9.4.(c) G.S. 115C-12(9)c1. reads as rewritten:

"cl. To issue an annual "report card” for the State and for each local
school administrative unit, assessing each unit's efforts to improve
student performance based on the growth in performance of the
students in each school and taking into account progress over the
previous years' level of performance and the State's performance in
comparison with other states. This assessment shall take into account
factors that have been shown to affect student performance and that
the State Board considers relevant to assess the State's efforts to
improve student performance. As a part of the annual "report card"
for each local school administrative unit, the State Board shall
awardaward, in accordance with G.S.115C-83.11, an overall
numerical school performance score on a scale of zero to 100 and a
corresponding letter grade of A, B, C, D, or F earned by each school
within the local school administrative unit. The school performance
score and grade shall reflect student performance on annual
subject-specific assessments, college and workplace readiness
measures, and graduation rates. For schools serving students in any
grade from kindergarten to eighth grade, separate performance scores
and grades shall also be awarded based on the school performance in
reading and mathematics respectively. The annual "report card" for
schools serving students in third grade also shall include the number
and percentage of third grade students who (i) take and pass the
alternative assessment of reading comprehension; (ii) were retained
in third grade for not demonstrating reading proficiency as indicated
in G.S. 115C-83.7(a); and (iii) were exempt from mandatory third
grade retention by category of exemption as listed in
G.S. 115C-83.7(b)."

SECTION 9.4.(d) This section applies beginning with the 2012-2013 school year.

PAY FOR EXCELLENCE

SECTION 9.5. When a robust evaluation instrument and process that accurately
assesses and evaluates the effectiveness of teachers, especially in the area of student growth, is
wholly implemented in North Carolina, it is the intent of the General Assembly that the
evaluation instrument and process be utilized in the implementation of a plan of performance
pay for teachers in this State.

TEACHER CONTRACTS
SECTION 9.6.(a) G.S. 115C-325 is repealed.
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SECTION 9.6.(b) Part 3 of Article 22 of Chapter 115C of the General Statutes is
amended by adding new sections to read:
"8 115C-325.1. Definitions.

As used in this Part, the following definitions apply:

(1) "Day" means calendar day. In computing any period of time, Rule 6 of the
North Carolina Rules of Civil Procedure shall apply.

(2)  "Demote" means to reduce the salary of a person who is classified or paid by
the State Board of Education as a classroom teacher or as a school
administrator during the time of the contract. The word "demote™ does not
include (i) a suspension without pay pursuant to G.S. 115C-325.5(a); (ii) the
elimination or reduction of bonus payments, including merit-based
supplements or a systemwide modification in the amount of any applicable
local supplement; (iii) any reduction in salary that results from the
elimination of a special duty, such as the duty of an athletic coach or a choral
director; or (iv) any reduction of pay as compared to a prior term of contract.

(3)  "Disciplinary suspension™ means a final decision to suspend a teacher or
school administrator without pay for no more than 60 days under
G.S. 115C-325.5(b).

(4)  "School administrator” means a principal, assistant principal, supervisor, or
director whose major function includes the direct or indirect supervision of
teaching or any other part of the instructional program, as provided in
G.S. 115C-287.1(a)(3).

(5)  "Teacher" means a person meeting each of the following requirements:

a. Who holds at least one of the following licenses issued by the State
Board of Education:

1. A current standard professional educator's license.
2. A current lateral entry teaching license.
3. A regular, not expired, vocational license.

b. Whose major responsibility is to teach or directly supervise teaching
or who is classified by the State Board of Education or is paid either
as a classroom teacher or instructional support personnel.

C. Who is employed to fill a full-time, permanent position.

(6)  ™Year" means a calendar year beginning July 1 and ending June 30.

"§ 115C-325.2. Personnel files.

(a) Maintenance of Personnel File. — The superintendent shall maintain in his or her
office_a personnel file for each teacher that contains any complaint, commendation, or
suggestion for correction or improvement about the teacher's professional conduct, except that
the superintendent may elect not to place in a teacher's file (i) a letter of complaint that contains
invalid, irrelevant, outdated, or false information or (ii) a letter of complaint when there is no
documentation of an attempt to resolve the issue. The complaint, commendation, or suggestion
shall be signed by the person who makes it and shall be placed in the teacher's file only after
five days' notice to the teacher. Any denial or explanation relating to such complaint,
commendation, or suggestion that the teacher desires to make shall be placed in the file. Any
teacher may petition the local board of education to remove any information from the teacher's
personnel file that the teacher deems invalid, irrelevant, or outdated. The board may order the
superintendent to remove said information if it finds the information is invalid, irrelevant, or
outdated.

(b) Inspection of Personnel Files. — The personnel file shall be open for the teacher's
inspection at all reasonable times but shall be open to other persons only in accordance with
such rules and requlations as the board adopts. Any preemployment data or other information
obtained about a teacher before the teacher's employment by the board may be kept in a file
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separate from the teacher's personnel file and need not be made available to the teacher. No
data placed in the preemployment file may be introduced as evidence at a hearing on the
dismissal or demotion of a teacher, except the data may be used to substantiate
G.S. 115C-325.4(a)(7) or G.S. 115C-325.4(a)(14) as grounds for dismissal or demotion.

"8 115C-325.3. Teacher contracts.

(a) Length of Contract. — A contract between the local board of education and a teacher
who has been employed by the local board of education for less than three years shall be for a
term of one school year. A contract or renewal of contract between the local board of education
and a teacher who has been employed by the local board of education for three years or more
shall be for a term of one, two, three, or four school years.

(b) Superintendent Recommendation to Local Board. — Local boards of education shall
employ teachers upon the recommendation of the superintendent. If a superintendent intends to
recommend to the local board of education that a teacher be offered a new or renewed contract,
the superintendent shall submit the recommendation to the local board for action and shall
include in the recommendation the length of the term of contract. A superintendent shall only
recommend a teacher for a contract of a term longer than one school vear if the teacher has
shown effectiveness as demonstrated by proficiency on the evaluation instrument. The local
board may approve the superintendent's recommendation, may decide not to offer the teacher a
new or renewed contract, or may decide to offer the teacher a renewed contract for a different
term than recommended by the superintendent.

(c) Dismissal During Term of Contract. — A teacher shall not be dismissed or demoted
during the term of the contract except for the grounds and by the procedure set forth in
G.S. 115C-325.4.

(d) Recommendation on Nonrenewal. — If a superintendent decides not to recommend
that the local board of education offer a renewed contract to a teacher, the superintendent shall
give the teacher written notice of the decision no later than June 1.

(e) Right to Petition for Hearing. — A teacher shall have the right to petition the local
board of education for a hearing no later than 10 days after receiving written notice. The local
board may, in its discretion, grant a hearing regarding the superintendent's recommendation for
nonrenewal. The local board of education shall notify the teacher making the petition of its
decision whether to grant a hearing. If the request for a hearing is granted, the local board shall
conduct a hearing pursuant to the provisions of G.S. 115C-45(c) and make a final decision on
whether to offer the teacher a renewed contract. The board shall notify a teacher whose contract
will not be renewed for the next school year of its decision by June 15; provided, however, if a
teacher submits a request for a hearing, the board shall provide the nonrenewal notification
within 10 days of the hearing or such later date upon the written consent of the superintendent
and teacher. A decision not to offer a teacher a renewed contract shall not be arbitrary,
capricious, discriminatory, for personal or political reasons, or on any basis prohibited by State
or federal law.

) Failure to Offer Contract or Notify on Nonrenewal of Contract. — If a teacher fails to
receive a contract offer but does not receive written notification from the superintendent of a
recommendation of nonrenewal, and the teacher continues to teach in the local school
administrative unit without entering into a contract with the local board, upon discovery of the
absence of contract, the board by majority vote shall do one of the following:

(1)  Offer the teacher a one—year contract expiring no later than June 30 of the
current school year.

(2)  Dismiss the teacher and provide the teacher with the equivalent of one
additional month's pay. A teacher dismissed as provided in this section shall
be considered an at-will employee and shall not be entitled to a hearing or
appeal of the dismissal.
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@ Local boards of education and teachers employed by the local board may mutually
modify the terms of the contract to permit part-time employment. An individual that mutually
modifies a full-time contract to permit part-time employment or enters into a part-time contract
is not a teacher as defined in G.S. 115C-325.1(5).

"8 115C-325.4. Dismissal or demotion for cause.

(a) Grounds. — No teacher shall be dismissed, demoted, or reduced to employment on a
part-time basis for disciplinary reasons during the term of the contract except for one or more
of the following:

[60)] Inadequate performance. In determining whether the professional
performance of a teacher is adequate, consideration shall be given to regular
and special evaluation reports prepared in accordance with the published
policy of the employing local school administrative unit and to any
published standards of performance which shall have been adopted by the
board. Inadequate performance for a teacher shall mean (i) the failure to
perform at a proficient level on any standard of the evaluation instrument or
(ii) otherwise performing in a manner that is below standard.

(2) Immorality.

3) Insubordination.

4) Neglect of duty.

(5)  Physical or mental incapacity.

(6) Habitual or excessive use of alcohol or nonmedical use of a controlled
substance as defined in Article 5 of Chapter 90 of the General Statutes.

(€4 Conviction of a felony or a crime involving moral turpitude.

(8)  Advocating the overthrow of the government of the United States or of the
State of North Carolina by force, violence, or other unlawful means.

9 Failure to fulfill the duties and responsibilities imposed upon teachers or

school administrators by the General Statutes of this State.

(10) Failure to comply with such reasonable requirements as the board may
prescribe.

(11) Any cause which constitutes grounds for the revocation of the teacher's
teaching license or the school administrator's administrator license.

(12) Failure to maintain his or her license in a current status.

(13) Failure to repay money owed to the State in accordance with the provisions
of Article 60 of Chapter 143 of the General Statutes.

(14) Providing false information or knowingly omitting a material fact on an
application for employment or in response to a preemployment inquiry.

(15) A justifiable decrease in the number of positions due to district
reorganization, decreased enrollment, or decreased funding.

(b)  Dismissal Procedure. — The procedures provided in G.S.115C-325.6 shall be
followed for dismissals, demotions, or reductions to part-time employment for disciplinary
reasons for any reason specified in subsection (a) of this section.

"8 115C-325.5. Teacher suspension.

(a) Immediate Suspension Without Pay. — If a superintendent believes that cause exists
for_dismissing a teacher for any reason specified in G.S. 115C-325.4 and that immediate
suspension of the teacher is necessary, the superintendent may suspend the teacher without pay.
Before suspending a teacher without pay, the superintendent shall meet with the teacher and
give him or her written notice of the charges against the teacher, an explanation of the basis for
the charges, and an opportunity to respond. Within five days after a suspension under this
subsection, the superintendent shall initiate a dismissal, demotion, or disciplinary suspension
without pay as provided in this section. If it is finally determined that no grounds for dismissal,
demotion, or disciplinary suspension without pay exist, the teacher shall be reinstated
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immediately, shall be paid for the period of suspension, and all records of the suspension shall
be removed from the teacher's personnel file.

(b) Disciplinary Suspension Without Pay. — A teacher recommended for disciplinary
suspension without pay may request a hearing before the board. The hearing shall be conducted
as provided in G.S. 115C-325.7. If no request is made within 15 days, the superintendent may
file his or her recommendation with the board. If, after considering the recommendation of the
superintendent and the evidence adduced at the hearing if one is held, the board concludes that
the grounds for the recommendation are true and substantiated by a preponderance of the
evidence, the board, if it sees fit, may by resolution order such suspension.

(©) Suspension With Pay. — If a superintendent believes that cause may exist for
dismissing or demoting a teacher for any reasons specified in G.S. 115C-325.4 but that
additional investigation of the facts is necessary and circumstances are such that the teacher
should be removed immediately from the teacher's duties, the superintendent may suspend the
teacher with pay for a reasonable period of time, not to exceed 90 days. The superintendent
shall notify the board of education within two days of the superintendent's action and shall
notify the teacher within two days of the action and the reasons for it. If the superintendent has
not initiated dismissal or demotion proceedings against the teacher within the 90-day period,
the teacher shall be reinstated to the teacher's duties immediately, and all records of the
suspension with pay shall be removed from the teacher's personnel file at the teacher's request.
However, if the superintendent and the teacher agree to extend the 90-day period, the
superintendent may initiate dismissal or demotion proceedings against the teacher at any time
during the period of the extension.

"8 115C-325.6. Procedure for dismissal or demotion of a teacher for cause.

(a) Recommendation of Dismissal or Demotion. — A teacher may not be dismissed,
demoted, or reduced to part-time employment for disciplinary reasons during the term of the
contract except upon the superintendent's recommendation based on one or more of the grounds
in G.S. 115C-325.4.

(b) Notice of Recommendation. — Before recommending to a board the dismissal or
demotion of a teacher, the superintendent shall give written notice to the teacher by certified
mail or personal delivery of the superintendent's intention to make such recommendation and
shall set forth as part of the superintendent's recommendation the grounds upon which he or she
believes such dismissal or demotion is justified. The superintendent also shall meet with the
teacher and provide written notice of the charges against the teacher, an explanation of the basis
for the charges, and an opportunity to respond if the teacher has not done so under
G.S. 115C-325.5(a). The notice shall include a statement to the effect that the teacher, within
14 days after the date of receipt of the notice, may request a hearing before the board on the
superintendent's recommendation. A copy of Part 3 of Article 22 of Chapter 115C of the
General Statutes shall also be sent to the teacher.

(©) Request for Hearing. — Within 14 days after receipt of the notice of
recommendation, the teacher may file with the superintendent a written request for a hearing
before the board on the superintendent's recommendation. The superintendent shall submit his
or_her recommendation to the board. Within five days after receiving the superintendent's
recommendation and before taking any formal action, the board shall set a time and place for
the hearing and shall notify the teacher by certified mail or personal delivery of the date, time,
and place of the hearing. The time specified shall not be less than 10 nor more than 30 days
after the board has notified the teacher, unless both parties agree to an extension. The hearing
shall be conducted as provided in G.S. 115C-325.7.

(d) No Request for Hearing. — If the teacher does not request a hearing before the board
within the 14 days provided, the superintendent may submit his or her recommendation to the
board. The board, if it sees fit, may by resolution (i) reject the superintendent's recommendation
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or (ii) accept or modify the superintendent's recommendation and dismiss, demote, reinstate, or
suspend the teacher without pay.
"8 115C-325.7. Hearing before board.

(a) The following procedures shall apply for a board hearing for dismissal, demotion,
reduction to part-time employment for disciplinary reasons, or disciplinary suspension without

pay:

(1)  The hearing shall be private.

(2)  The hearing shall be conducted in accordance with reasonable rules adopted
by the State Board of Education to govern such hearings.

(3) At the hearing, the teacher and the superintendent shall have the right to be
present and to be heard, to be represented by counsel, and to present through
witnesses any competent testimony relevant to the issue of whether grounds
exist for a dismissal, demotion, reduction to part-time employment for
disciplinary reasons, or disciplinary suspension without pay.

(4) Rules of evidence shall not apply to a hearing under this subsection, and the
board may give probative effect to evidence that is of a kind commonly
relied on by reasonably prudent persons in the conduct of serious affairs.

(5) At least five days before the hearing, the superintendent shall provide to the
teacher a list of witnesses the superintendent intends to present, a brief
statement of the nature of the testimony of each witness, and a copy of any
documentary evidence the superintendent intends to present.

(6) At least three days before the hearing, the teacher shall provide the
superintendent a list of witnesses the teacher intends to present, a brief
statement of the nature of the testimony of each witness, and a copy of any
documentary evidence the teacher intends to present.

(€4 No new evidence may be presented at the hearing except upon a finding by
the board that the new evidence is critical to the matter at issue and the party
making the request could not, with reasonable diligence, have discovered
and produced the evidence according to the schedule provided in this
section.

(8)  The board may subpoena and swear witnesses and may require them to give
testimony and to produce records and documents relevant to the grounds for
dismissal, demotion, reduction to part-time employment for disciplinary
reasons, or disciplinary suspension without pay.

(9)  The board shall decide all procedural issues, including limiting cumulative
evidence, necessary for a fair and efficient hearing.

(10) The superintendent shall provide for making a transcript of the hearing. The
teacher may request and shall receive at no charge a transcript of the
proceedings.

"8 115C-325.8. Right of appeal.

(a) A teacher who (i) has been dismissed, demoted, or reduced to employment on a
part-time basis for disciplinary reasons during the term of the contract as provided in
G.S. 115C-325.4, or has received a disciplinary suspension without pay as provided in
G.S. 115C-325.5, and (ii) requested a hearing before the local board of education, shall have a
further right of appeal from the final decision of the local board of education to the superior
court of the State on one or more of the following grounds that the decision:

(1) Is in violation of constitutional provisions.

2 Is in excess of the statutory authority or jurisdiction of the board.

(3)  Was made upon unlawful procedure.

4 Is affected by other error of law.
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(5) Is unsupported by substantial evidence in view of the entire record as
submitted.
(6) Is arbitrary or capricious.

(b)  An appeal pursuant to this section must be filed within 30 days of notification of the
final decision of the local board of education and shall be decided on the administrative record.
The superior court shall have authority to affirm or reverse the local board's decision or remand
the matter to the local board of education. The superior court shall not have authority to award
monetary damages or to direct the local board of education to enter into an employment
contract of more than one year, ending June 30.

"8 115C-325.9. Teacher resignation.

(@ Teacher Resignation Following Recommendation for Dismissal. — If a teacher has
been recommended for dismissal under G.S. 115C-325.4 and the teacher chooses to resign
without the written agreement of the superintendent, then:

(1)  The superintendent shall report the matter to the State Board of Education.

(2)  The teacher shall be deemed to have consented to (i) the placement in the
teacher's personnel file of the written notice of the superintendent's intention
to _recommend dismissal and (ii) the release of the fact that the
superintendent has reported this teacher to the State Board of Education to
prospective employers, upon request. The provisions of G.S. 115C-321 shall
not apply to the release of this particular information.

(3)  The teacher shall be deemed to have voluntarily surrendered his or her
license pending an investigation by the State Board of Education in a
determination whether or not to seek action against the teacher's license.
This license surrender shall not exceed 45 days from the date of resignation.
Provided further that the cessation of the license surrender shall not prevent
the State Board of Education from taking any further action it deems
appropriate. The State Board of Education shall initiate investigation within
five working days of the written notice from the superintendent and shall
make a final decision as to whether to revoke or suspend the teacher's license
within 45 days from the date of resignation.

(b)  Thirty Days' Notice Resignation Requirement. — A teacher who is not recommended
for _dismissal should not resign during the term of the contract without the consent of the
superintendent unless he or she has given at least 30 days' notice. If a teacher who is not
recommended for dismissal does resign during the term of the contract without giving at least
30 days' notice, the board may request that the State Board of Education revoke the teacher's
license for the remainder of that school year. A copy of the request shall be placed in the
teacher's personnel file.

"8 115C-325.10. Application to certain institutions.

Notwithstanding any law or requlation to the contrary, this Part shall apply to all persons
employed in teaching and related educational classes in the schools and institutions of the
Departments of Health and Human Services, Public Instruction, and the Divisions of Juvenile
Justice and Adult Correction of the Department of Public Safety, regardless of the age of the
students.

"8 115C-325.11. Dismissal of school administrators and teachers employed in
low-performing residential schools.

(@ Notwithstanding any other provision of this section or any other law, this section
shall govern the dismissal by the State Board of Education of teachers, principals, assistant
principals, directors, supervisors, and other licensed personnel assigned to a residential school
that the State Board has identified as low-performing and to which the State Board has assigned
an_assistance team. The State Board shall dismiss a teacher, principal, assistant principal,
director, supervisor, or other licensed personnel when the State Board receives two consecutive
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evaluations that include written findings and recommendations regarding that person's
inadequate performance from the assistance team. These findings and recommendations shall
be substantial evidence of the inadequate performance of the teacher or school administrator.

(b)  The State Board may dismiss a teacher, principal, assistant principal, director,
supervisor, or other licensed personnel when:

(1)  The State Board determines that the school has failed to make satisfactory
improvement after the State Board assigned an assistance team to that
school.

(2)  That assistance team makes the recommendation to dismiss the teacher,
principal, assistant principal, director, supervisor, or other licensed personnel
for one or more grounds established in G.S. 115C-325.4 for dismissal or
demotion of a teacher.

Within 30 days of any dismissal under this subsection, a teacher, principal, assistant
principal, director, supervisor, or other licensed personnel may request a hearing before a panel
of three members designated by the State Board. The State Board shall adopt procedures to
ensure that due process rights are afforded to persons recommended for dismissal under this
subsection. Decisions of the panel may be appealed on the record to the State Board.

(©) Notwithstanding any other provision of this section or any other law, this subsection
shall govern the dismissal by the State Board of licensed staff members who have engaged in a
remediation plan under G.S. 115C-105.38A(c) but who, after one retest, fail to meet the general
knowledge standard set by the State Board. The failure to meet the general knowledge standard
after one retest shall be substantial evidence of the inadequate performance of the licensed staff
member.

Within 30 days of any dismissal under this subsection, a licensed staff member may request
a hearing before a panel of three members designated by the State Board. The State Board shall
adopt procedures to ensure that due process rights are afforded to licensed staff members
recommended for dismissal under this subsection. Decisions of the panel may be appealed on
the record to the State Board.

(d)  The State Board or the superintendent of a residential school may terminate the
contract of a school administrator dismissed under this section. Nothing in this section shall
prevent the State Board from refusing to renew the contract of any person employed in a school
identified as low-performing.

(e) Neither party to a school administrator or teacher contract is entitled to damages
under this section.

(f) The State Board shall have the right to subpoena witnesses and documents on behalf
of any party to the proceedings under this section.

"8 115C-325.12. Procedure for dismissal of principals employed in low-performing
schools.

(a) Dismissal of Principals Assigned to Low-Performing Schools With Assistance
Teams. — Notwithstanding any other provision of this Part or any other law, this section
governs the State Board's dismissal of principals assigned to low-performing schools to which
the State Board has assigned an assistance team.

(b)  Authority of State Board to Dismiss Principal. — The State Board through its
designee may, at any time, recommend the dismissal of any principal who is assigned to a
low-performing school to which an assistance team has been assigned. The State Board through
its designee shall recommend the dismissal of any principal when the State Board receives from
the assistance team assigned to that principal's school two consecutive evaluations that include
written findings and recommendations regarding the principal's inadequate performance.

©) Procedures for Dismissal of Principal. —

(€8] If the State Board through its designee recommends the dismissal of a
principal under this section, the principal shall be suspended with pay
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pending a hearing before a panel of three members of the State Board. The
purpose of this hearing, which shall be held within 60 days after the
principal is suspended, is to determine whether the principal shall be
dismissed.

(2)  The panel shall order the dismissal of the principal if it determines from
available information, including the findings of the assistance team, that the
low performance of the school is due to the principal's inadequate
performance.

(3)  The panel may order the dismissal of the principal if (i) it determines that the
school has not made satisfactory improvement after the State Board assigned
an assistance team to that school and (ii) the assistance team makes the
recommendation to dismiss the principal for one or more grounds
established in G.S. 115C-325.4 for dismissal or demotion of a teacher.

4) If the State Board or its designee recommends the dismissal of a principal
before the assistance team assigned to the principal's school has evaluated
that principal, the panel may order the dismissal of the principal if the panel
determines from other available information that the low performance of the
school is due to the principal's inadequate performance.

(5) In all hearings under this section, the burden of proof is on the principal to
establish that the factors leading to the school's low performance were not
due to the principal's inadequate performance. In all hearings under this
section, the burden of proof is on the State Board to establish that the school
failed to make satisfactory improvement after an assistance team was
assigned to the school and to establish one or more of the grounds
established for dismissal or demotion of a teacher under G.S. 115C-325.4.

(6) In all hearings under this section, two consecutive evaluations that include
written findings and recommendations regarding that principal's inadequate
performance from the assistance team are substantial evidence of the
inadequate performance of the principal.

(7)  The State Board shall adopt procedures to ensure that due process rights are
afforded to principals under this section. Decisions of the panel may be
appealed on the record to the State Board.

(d)  The State Board of Education or a local board may terminate the contract of a
principal dismissed under this section.

(e) Neither party to a school administrator contract is entitled to damages under this
section.

(f) The State Board shall have the right to subpoena witnesses and documents on behalf
of any party to the proceedings under this section.
"8 115C-325.13. Procedure for dismissal of teachers employed in low-performing schools.

(a) Notwithstanding any other provision of this Part or any other law, this section shall
govern the State Board's dismissal of teachers, assistant principals, directors, and supervisors
assigned to schools that the State Board has identified as low-performing and to which the State
Board has assigned an assistance team under Article 8B of this Chapter. The State Board shall
dismiss a teacher, assistant principal, director, or supervisor when the State Board receives two
consecutive evaluations that include written findings and recommendations regarding that
person's inadequate performance from the assistance team. These findings and
recommendations shall be substantial evidence of the inadequate performance of the teacher,
assistant principal, director, or supervisor.

(b)  The State Board may dismiss a teacher, assistant principal, director, or supervisor
when:
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(1)  The State Board determines that the school has failed to make satisfactory
improvement after the State Board assigned an assistance team to that school
under G.S. 115C-105.38; and

(2)  That assistance team makes the recommendation to dismiss the teacher,
assistant principal, director, or supervisor for one or more grounds
established in G.S. 115C-325.4 for dismissal or demotion for cause.

A teacher, assistant principal, director, or supervisor may request a hearing before a panel
of three members of the State Board within 30 days of any dismissal under this section. The
State Board shall adopt procedures to ensure that due process rights are afforded to persons
recommended for dismissal under this section. Decisions of the panel may be appealed on the
record to the State Board.

() Notwithstanding any other provision of this Part or any other law, this section shall
govern the State Board's dismissal of licensed staff members who have engaged in a
remediation plan under G.S. 115C-105.38A(c) but who, after one retest, fail to meet the general
knowledge standard set by the State Board. The failure to meet the general knowledge standard
after one retest shall be substantial evidence of the inadequate performance of the licensed staff
member.

(d) A licensed staff member may request a hearing before a panel of three members of
the State Board within 30 days of any dismissal under this section. The State Board shall adopt
procedures to ensure that due process rights are afforded to licensed staff members
recommended for dismissal under this section. Decisions of the panel may be appealed on the
record to the State Board.

(e) The State Board of Education or a local board may terminate the contract of a
teacher, assistant principal, director, or supervisor dismissed under this section.

(f) Neither party to a school administrator or teacher contract is entitled to damages
under this section.

(@)  The State Board shall have the right to subpoena witnesses and documents on behalf
of any party to the proceedings under this section."

SECTION 9.6.(c) G.S. 115C-45(c) reads as rewritten:

"(c)  Appeals to Board of Education and to Superior Court. — An appeal shall lie to the
local board of education from any final administrative decision in the following matters:

1) The discipline of a student under G.S.115C-390.7, 115C-390.10, or
115C-390.11;

(2 An alleged violation of a specified federal law, State law, State Board of
Education policy, State rule, or local board policy, including policies
regarding grade retention of students;

3) The terms or conditions of employment or employment status of a school
employee; and

4) Any other decision that by statute specifically provides for a right of appeal
to the local board of education and for which there is no other statutory
appeal procedure.

As used in this subsection, the term "final administrative decision” means a decision of a
school employee from which no further appeal to a school administrator is available.

Any person aggrieved by a decision not covered under subdivisions (1) through (4) of this
subsection shall have the right to appeal to the superintendent and thereafter shall have the right
to petition the local board of education for a hearing, and the local board may grant a hearing
regarding any final decision of school personnel within the local school administrative unit.
The local board of education shall notify the person making the petition of its decision whether
to grant a hearing.
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In all appeals to the board it is the duty of the board of education to see that a proper notice
is given to all parties concerned and that a record of the hearing is properly entered in the
records of the board conducting the hearing.

The board of education may designate hearing panels composed of not less than two
members of the board to hear and act upon such appeals in the name and on behalf of the board
of education.

An appeal of right brought before a local board of education under subdivision (1), (2), 3);
or (4) of this subsection may be further appealed to the superior court of the State on the
grounds that the local board's decision is in violation of constitutional provisions, is in excess of
the statutory authority or jurisdiction of the board, is made upon unlawful procedure, is affected
by other error of law, is unsupported by substantial evidence in view of the entire record as

submltted oris arbltrary or capr|C|ous Hewever—th&ngh%eﬁaﬂeneeﬁm%empleyeﬂeeppe&l

SECTION 9.6.(d) G S 115C 287 1 reads as rewrltten
"§ 115C-287.1. Method of employment of principals, assistant principals, supervisors,
and directors.

@ (1) Beginning—July-1,-1995,aHAll persons employed as school administrators

shall be employed pursuant to thls section.

3) For purposes of this section, school administrator means a:

a. Principal,

b. Assistant principal;
C. Supervisor; or

d. Director,

whose major function includes the direct or indirect supervision of teaching
or of any other part of the instructional program.

IJe_tInng "'.H”.S section Sl'a”, be-gonstrued-to ee_nlel Career-—status—on—any
assistant prncipal-o _elueetel_ oF tel maleel_an a55|slta_ “'tl F”;'e'pal ehginletfoi
a-director-

(b) Local boards of education shall employ school administrators whe-are-ineligiblefor
career—status—as—provided—r—G-S—115C-325(e{3),—upon the recommendation of the
superintendent. The initial contract between a school administrator and a local board of
education shall be for two to four years, ending on June 30 of the final 12 months of the
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contract. In the case of a subsequent contract between a principal or assistant principal and a
local board of education, the contract shal-be-for-may be for up to a term of four years. In the
case of an initial contract between a school administrator and a local board of education, the
first year of the contract may be for a period of less than 12 months provided the contract
becomes effective on or before September 1. A local board of education may, with the written
consent of the school administrator, extend, renew, or offer a new school administrator's
contract at any time after the first 12 months of the contract so long as the term of the new,
renewed, or extended contract does not exceed four years. Rolling annual contract renewals are
not allowed. Nothing in this section shall be construed to prohibit the filling of an
administrative position on an interim or temporary basis.

(c) The term of employment shall be stated in a written contract that shall be entered
into between the local board of education and the school administrator. The school
administrator shall not be dismissed or demoted during the term of the contract except for the
grounds and by the procedure by which a eareerteacher may be dismissed or demoted for cause
as set forth in G-5—1156-325.G.S. 115C-325.4.

(d) If a superintendent intends to recommend to the local board of education that the
school administrator be offered a new, renewed, or extended contract, the superintendent shall
submit the recommendation to the local board for action. The local board may approve the
superintendent's recommendation or decide not to offer the school administrator a new,
renewed, or extended school administrator's contract.

If a superintendent decides not to recommend that the local board of education offer a new,
renewed, or extended school administrator's contract to the school administrator, the
superintendent shall give the school administrator written notice of his or her decision and-the
reasons—for-his—or-her—decision—no later than May 1 of the final year of the contract. The
superintendent's reasons may not be arbitrary, capricious, discriminatory, personal, eF
politicakpolitical, or prohibited by State or federal law. No action by the local board or further
notice to the school administrator shall be necessary unless the school administrator files with
the superintendent a written request, within 10 days of receipt of the superintendent's decision,

for a hearing before the local board. FaHure-to-fle-a-timelyrequestfora-hearing-shalresult-ina
waiver—of-theright-to—appeal-the-superintendent's—decision—If a school administrator files a

timely request for a hearing, the local board shall conduct a hearing pursuant to the provisions
of G.S. 115C-45(c) and make a final decision on whether to offer the school administrator a
new, renewed, or extended school administrator's contract.

If the local board decides not to offer the school administrator a new, renewed, or extended
school administrator's contract, the local board shall notify the school administrator of its
decision by June 1 of the final year of the contract. A decision not to offer the school
administrator a new, renewed, or extended contract may be for any cause that is not arbitrary,
capr|C|ous dlscrlmlnatory, personal %pehﬁeakpolltlcal or prohlblted by State or federal law.

(e) Repealed by Session Laws 1995, c. 369, s. 1.

)] If the superintendent or the local board of education fails to notify a school
administrator by June 1 of the final year of the contract that the school administrator will not be
offered a new school administrator's contract, the school administrator shall be entitled to 30
days of additional employment or severance pay beyond the date the school administrator
receives written notice that a new contract will not be offered.
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(h) An individual who holds a provisional assistant principal's eertificatelicense and
who is employed as an assistant principal under G.S. 115C-284(c) shall be considered a school
administrator for purposes of this section. Notwithstanding subsection (b) of this section, a
local board may enter into one-year contracts with a school administrator who holds a
prowsmnal aSS|stant pr|n0|pal S eemﬁeatellcense +f—the—seheehadm4ms#aféepheld—e&mepstaws

demeted—uader—@%—ﬂ%@—s%—Nothmg in thls subsectlon or G.S. 115C 284(0) shaII be
construed to require a local board to extend or renew the contract of a school administrator who
holds a provisional assistant principal's eertificate:license."”

SECTION 9.6.(e) The State Board of Education shall develop by rule as provided
in Article 2A of Chapter 150B a model contract for use by local boards of education in
awarding teacher contracts. The State Board may adopt a temporary rule for a model contract
as provided in G.S. 150B-21.1 to provide a contract to local boards of education no later than
January 1, 2014, but shall replace the temporary rule with a permanent rule as soon as
practicable.

SECTION 9.6.(f) G.S.115C-325(c)(1) is repealed effective May 1, 2013.
Individuals who have not received career status prior to the 2012-2013 school year shall not be
granted career status during the 2012-2013 school year. All teachers who have not been granted
career status prior to the 2012-2013 school year shall be offered only one-year contracts, except
for qualifying teachers offered a four-year contract as provided in subsection (g) of this section,
until the 2018-2019 school year.

SECTION 9.6.(g) From July 1, 2013, to June 30, 2014, all superintendents shall
review the performance and evaluations of all teachers who have been employed by the local
board for at least three consecutive years. Based on these reviews, the superintendent shall
identify and recommend to the local board twenty-five percent (25%) of those teachers
employed by the local board for at least three consecutive years to be awarded four-year
contracts beginning with the 2014-2015 school year. The superintendent shall not recommend
to the local board any teacher for a four-year contract unless that teacher has shown
effectiveness as demonstrated by proficiency on the teacher evaluation instrument. The local
board of education shall review the superintendent's recommendation and may approve that
recommendation or may select other teachers as part of the twenty-five percent (25%) to offer
four-year contracts, but the local board shall not offer any teacher a four-year contract unless
that teacher has shown effectiveness as demonstrated by proficiency on the teacher evaluation
instrument. Contract offers shall be made and accepted no later than June 30, 2014. A teacher
shall cease to be employed pursuant to G.S. 115C-325 and voluntarily relinquishes career status
or any claim of career status by acceptance of a four-year contract as provided in this section.

SECTION 9.6.(h) Teachers employed by a local board of education on a four-year
contract beginning with the 2014-2015 school year shall receive a five hundred dollar
($500.00) annual pay raise for each year of the four-year contract.

SECTION 9.6.(i) Subsection (a) of this section becomes effective June 30, 2018,
and no teacher employed by a local board of education on or after that date shall have career
status. G.S. 115C-325 applies only to teachers with career status after June 30, 2014.

SECTION 9.6.(J) Subsection (b) of this section becomes effective July 1, 2014.
G.S. 115C-325.1 through G.S. 115C-325.13, as enacted by this section, shall apply to all
teachers on one- or four-year contracts beginning July 1, 2014. G.S. 115C-325.1 through
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G.S. 115C-325.13, as enacted by this section, shall apply to all teachers employed by local
boards of education or the State on or after July 1, 2018.

SECTION 9.6.(k) Subsections (c) and (d) of this section become effective July 1,
2014, and apply to all employees employed on or after that date.

SECTION 9.6.(I) Except as otherwise provided in this section, this section is
effective when this act becomes law.

TEACHER CONTRACT CONFORMING CHANGES

SECTION 9.7.(a) G.S. 115C-105.26(b)(2) reads as rewritten:

"(2) State rules and policies, except those pertaining to public school State salary
schedules and employee benefits for school employees, the instructional
program that must be offered under the Basic Education Program, the system
of employment for public school teachers and administrators set out in
G.S. 115C-287.1 and &-S—115€-325;in Part 3 of Article 22 of this Chapter,
health and safety codes, compulsory attendance, the minimum lengths of the
school day and year, and the Uniform Education Reporting System."

SECTION 9.7.(b) G.S. 115C-105.37B(a)(2) reads as rewritten:

"(2) Restart model, in which the State Board of Education would authorize the
local board of education to operate the school with the same exemptions
from statutes and rules as a charter school authorized under Part 6A of
Article 16 of this Chapter, or under the management of an educational
management organization that has been selected through a rigorous review
process. A school operated under this subdivision remains under the control
of the local board of education, and employees assigned to the school are
employees of the local school administrative unit with the protections
provided by 6-S—115C-325.Part 3 of Article 22 of this Chapter."

SECTION 9.7.(c) G.S. 115C-105.38A reads as rewritten:

"8 115C-105.38A. Teacher competency assurance.

(d) Retesting; Dismissal. — Upon completion of the remediation plan required under
subsection (c) of this section, the eertifiedlicensed staff member shall take the general
knowledge test a second time. If the certifiedlicensed staff member fails to acquire a passing
score on the second test, the State Board shall begin a dismissal proceeding under

G-S-115C-325(G}24).G.S. 115C-325(q)(2a) or G.S. 115C-325.13.

()] Other Actions Not Precluded. — Nothing in this section shall be construed to restrict
or postpone the following actions:

1) The dismissal of a principal under G-S—215€-325{g}4);G.S. 115C-325.12.

2) The dismissal of a teacher, assistant principal, director, or supervisor under
G-S115C-325(g)2);G.S. 115C-325(0)(2) or G.S. 115C-325.13.

3) The dismissal or demotion of a-eareeran employee for any of the grounds
listed under G-S5—115C-325(e);G.S. 115C-325(e) or G.S. 115C-325.4.

(4)  The nonrenewal of a school administrator's or prebatienary-teacher's contract

of empleymenteremployment.

SECTION 9.7.(d) G.S. 115C-105.39 reads as rewritten:
"§ 115C-105.39. Dismissal or removal of personnel; appointment of interim
superintendent.
@ Within 30 days of the initial identification of a school as low-performing, whether
by the local school administrative unit under G.S. 115C-105.37(al) or by the State Board under
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G.S. 115C-105.37(a), the superintendent shall take one of the following actions concerning the
school's principal: (i) recommend to the local board that the principal be retained in the same
position, (ii) recommend to the local board that the principal be retained in the same position
and a plan of remediation should be developed, (iii) recommend to the local board that the
principal be transferred, or (iv) proceed under 6-S—3156-325G.S. 115C-325.4 to dismiss or
demote the principal. The principal may be retained in the same position without a plan for
remediation only if the principal was in that position for no more than two years before the
school is identified as low-performing. The principal shall not be transferred to another
principal position unless (i) it is in a school classification in which the principal previously
demonstrated at least 2 years of success, (ii) there is a plan to evaluate and provide remediation
to the principal for at least one year following the transfer to assure the principal does not
impede student performance at the school to which the principal is being transferred; and (iii)
the parents of the students at the school to which the principal is being transferred are notified.
The principal shall not be transferred to another low-performing school in the local school
administrative unit. If the superintendent intends to recommend demotion or dismissal, the
superintendent shall notify the local board. Within 15 days of (i) receiving notification that the
superintendent intends to proceed under G-S—315C-325,G.S. 115C-325.4 or (ii) its decision
concerning the superintendent's recommendation, but no later than September 30, the local
board shall submit to the State Board a written notice of the action taken and the basis for that
action. If the State Board does not assign an assistance team to that school or if the State Board
assigns an assistance team to that school and the superintendent proceeds under
G:S1156-325G.S. 115C-325.4 to dismiss or demote the principal, then the State Board shall
take no further action. If the State Board assigns an assistance team to the school and the
superintendent is not proceeding under G-S—115C-325G.S. 115C-325.4 to dismiss or demote
the principal, then the State Board shall vote to accept, reject, or modify the local board's
recommendations. The State Board shall notify the local board of its action within five days. If
the State Board rejects or modifies the local board's recommendations and does not recommend
dismissal of the principal, the State Board's notification shall include recommended action
concerning the principal’s assignment or terms of employment. Upon receipt of the State
Board's notification, the local board shall implement the State Board's recommended action
concerning the principal's assignment or terms of employment unless the local board asks the
State Board to reconsider that recommendation. The State Board shall provide an opportunity
for the local board to be heard before the State Board acts on the local board's request for a
reconsideration. The State Board shall vote to affirm or modify its original recommended
action and shall notify the local board of its action within five days. Upon receipt of the State
Board's notification, the local board shall implement the State Board's final recommended
action concerning the principal's assignment or terms of employment. If the State Board rejects
or modifies the local board's action and recommends dismissal of the principal, the State Board
shall proceed under G-S—315C-325(g}11)-G.S. 115C-325.12.

(b)  The State Board shall proceed under G.S. 115C-325(q)(2) or G.S. 115C-325.13 for
the dismissal of teachers, assistant principals, directors, and supervisors assigned to a school
identified as low-performing in accordance with &:S5—315C-325(g)}2)-G.S. 115C-325(0)(2) or
G.S. 115C-325.13.

SECTION 9.7.(e) G.S. 115C-238.68(3) reads as rewritten:
"(3) Careerstatus-Leave of absence from local school administrative unit. —

HOVYEeeSOoHtthebodao+Ha O RaH-RotbeeHeHB1e10 ee If

a teacher employed by a local school administrative unit makes a written
request for a leave of absence to teach at the regional school, the local school
administrative unit shall grant the leave for one year. For the initial year of
the regional school's operation, the local school administrative unit may
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require that the request for a leave of absence be made up to 45 days before
the teacher would otherwise have to report for duty. After the initial year of
the regional school's operation, the local school administrative unit may
require that the request for a leave of absence be made up to 90 days before
the teacher would otherwise have to report for duty. A local board of
education is not required to grant a request for a leave of absence or a
request to extend or renew a leave of absence for a teacher who previously
has received a leave of absence from that school board under this
subdivision. A teacher who has career status under G.S. 115C-325 prior to
receiving a leave of absence to teach at the regional school may return to a
public school in the local school administrative unit with career status at the
end of the leave of absence or upon the end of employment at the regional
school if an appropriate position is available. If an appropriate position is
unavailable, the teacher's name shall be placed on a list of available teachers
in accordance with G.S. 115C-325(e)(2)."

SECTION 9.7.(f) G.S. 115C-276(l) reads as rewritten:

"(I)  To Maintain Personnel Files and to Participate in Firing and Demoting of Staff. —
The superintendent shall maintain in his or her office a personnel file for each teacher that
contains complaints, commendations, or suggestions for correction or improvement about the
teacher and shall participate in the firing and demoting of staff, as provided in
G-S115C6-325-Part 3 of Article 22 of this Chapter."

SECTION 9.7.(g) G.S. 115C-285(a)(7) reads as rewritten:

"(7)  All persons employed as principals in the schools and institutions listed in
subsection—{p)-of G-S115C-325-G.S. 115C-325.10 shall be compensated at
the same rate as are teachers in the public schools in accordance with the
salary schedule adopted by the State Board of Education."

SECTION 9.7.(h) G.S. 115C-304 is repealed.

SECTION 9.7.(i) G.S. 115C-333 reads as rewritten:

"§ 115C-333. Evaluation of licensed employees including certain superintendents;
mandatory improvement plans; State board notification upon dismissal of
employees.

@ Annual Evaluations; Low-Performing Schools. — Local school administrative units
shall evaluate at least once each year all licensed employees assigned to a school that has been
identified as low-performing. The evaluation shall occur early enough during the school year to
provide adequate time for the development and implementation of a mandatory improvement
plan if one is recommended under subsection (b) of this section. If the employee is a teacher
with career status as defined under G.S.115C-325(a)(6),_or a teacher as defined under
G.S. 115C-325.1(5), either the principal, the assistant principal who supervises the teacher, or
an assistance team assigned under G.S.115C-105.38 shall conduct the evaluation. If the
employee is a school administrator as defined under G.S.115C-287.1(a)(3), either the
superintendent or the superintendent’s designee shall conduct the evaluation.

All teachers in low-performing schools who have net-attained-careerstatusbeen employed
for less than three consecutive years shall be observed at least three times annually by the
principal or the principal's designee and at least once annually by a teacher and shall be
evaluated at least once annually by a principal. This section shall not be construed to limit the
duties and authority of an assistance team assigned to a low-performing school under
G.S. 115C-105.38.

A local board shall use the performance standards and criteria adopted by the State Board
and may adopt additional evaluation criteria and standards. All other provisions of this section
shall apply if a local board uses an evaluation other than one adopted by the State Board.

(b) Mandatory Improvement Plans. —
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(2a) If a licensed employee in a low-performing school receives a rating on any
standard on an evaluation that is below proficient or otherwise represents
unsatisfactory or below standard performance in an area that the licensed
employee was expected to demonstrate, the individual or team that
conducted the evaluation shall recommend to the superintendent that (i) the
employee receive a mandatory improvement plan designed to improve the
employee's performanece-orperformance, (ii) the superintendent recommend
to the local board that if the employee is a career status teacher the employee
be dismissed or demoted_and if the employee is a teacher on contract the
teacher's contract not be recommended for renewal, or (iii) if the employee
engaged in inappropriate conduct or performed inadequately to such a
degree that such conduct or performance causes substantial harm to the
educational environment that a proceeding for immediate dismissal or
demotion be instituted. If the individual or team that conducted the
evaluation elects not to make either-any of the above recommendations, the
said individual or team shall notify the superintendent of this decision. The
superintendent shall determine whether to develop a mandatory
improvement planplan, to not recommend renewal of the employee's
contract, or to recommend a dismissal proceeding.

(© Reassessment of Employee in a Low-Performing School. — After the expiration of
the time period for the mandatory improvement plan under subdivision (2a) of subsection (b) of
this section, the superintendent, the superintendent's designee, or the assistance team shall
assess the performance of the employee of the low-performing school a second time. If the
superintendent, superintendent's designee, or assistance team determines that the employee has
failed to become proficient in any of the performance standards articulated in the mandatory
improvement plan or demonstrate sufficient improvement toward such standards, the
superintendent shall recommend that if the employee is a teacher with career status the teacher
be dismissed or demoted under G.S. 115C-325, or if the employee is a teacher on contract-the
employee—the employee's contract not be renewed or if the employee has engaged in
inappropriate conduct or performed inadequately to such a degree that such conduct or
performance causes substantial harm to the educational environment, that the employee be
immediately dismissed or demoted under &:5-115C6-325.G.S. 115C-325.4. The results of the
second assessment shall constitute substantial evidence of the employee's inadequate
performance.

(d) State Board Notification. — If a local board dismisses an employee of a
low-performing school who is a teacher with career status for any reason except a reduction in
force under G.S. 115C-325(e)(1)l.,_or dismisses an employee who is a teacher on contract for
cause or elects to not renew an employee's contract as a result of a superintendent's
recommendation under subsection (b) or (c) of this section, it shall notify the State Board of the
action, and the State Board annually shall provide to all local boards the names of those
individuals. If a local board hires one of these individuals, within 60 days the superintendent or
the superintendent's designee shall observe the employee, develop a mandatory improvement
plan to assist the employee, and submit the plan to the State Board. The State Board shall
review the mandatory improvement plan and may provide comments and suggestions to the
superintendent. If on the next evaluation the employee receives a rating on any standard that
was identified as an area of concern on the mandatory improvement plan that is again below
proficient or otherwise represents unsatisfactory or below standard performance, the local
board shall notify the State Board and the State Board shall initiate a proceeding to revoke the
employee’s license under G.S. 115C-296(d). If on this next evaluation the employee receives at
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least a proficient rating on all of the performance standards that were identified as areas of
concern on the mandatory improvement plan, the local board shall notify the State Board that
the employee is in good standing and the State Board shall not continue to provide the
individual's name to local boards under this subsection unless the employee is a teacher with
career status and is subsequently dismissed under G.S. 115C-325 except for a reduction in
force-force, or the employee is a teacher on contract subsequently dismissed under
G.S. 115C-325.4.

SECTION 9.7.(J) G.S. 115C-333.1 reads as rewritten:

"8 115C-333.1. Evaluation of teachers in schools not identified as low-performing;
mandatory improvement plans; State Board notification upon dismissal of
teachers.

@) Annual Evaluations. — All teachers who are assigned to schools that are not
designated as low-performing and who have not attained-career—statusbeen employed for at
least three consecutive years shall be observed at least three times annually by the principal or
the principal's designee and at least once annually by a teacher and shall be evaluated at least
once annually by a principal. All teachers with career status or on a four-year contract who are
assigned to schools that are not designated as low-performing shall be evaluated annually
unless a local board adopts rules that allow teachers with career status or on a four-year
contract to be evaluated more or less frequently, provided that such rules are not inconsistent
with State or federal requirements. Local boards also may adopt rules requiring the annual
evaluation of nonlicensed employees. A local board shall use the performance standards and
criteria adopted by the State Board and may adopt additional evaluation criteria and standards.
All other provisions of this section shall apply if a local board uses an evaluation other than one
adopted by the State Board.

(d) Reassessment of the Teacher. — Upon completion of a mandatory improvement plan
under subsection (b) of this section, the principal shall assess the performance of the teacher a
second time. The principal shall also review and consider any report provided by the qualified
observer under subsection (c) of this section if one has been submitted before the end of the
mandatory improvement plan period. If, after the second assessment of the teacher and
consideration of any report from the qualified observer, the superintendent or superintendent's
designee determines that the teacher has failed to become proficient in any of the performance
standards identified as deficient in the mandatory improvement plan or demonstrate sufficient
improvement toward such standards, the superintendent may recommend that a teacher with
career status be dismissed or demoted under G.S. 115C-325, or if the teacher is on contract that
the teacher's contract not be renewed or if the teacher has engaged in inappropriate conduct or
performed inadequately to such a degree that such conduct or performance causes substantial
harm to the educational environment, that the teacher be immediately dismissed or demoted
under &:S—115C-325.G.S. 115C-325.4. The results of the second assessment produced
pursuant to the terms of this subsection shall constitute substantial evidence of the teacher's
inadequate performance.

(e) Dismissal Proceedings Without a Mandatory Improvement Plan. — The absence of a
mandatory improvement plan as described in this section shall not prohibit a superintendent
from initiating a dismissal proceeding against a teacher under the provisions of &:S-1156-325-
G.S. 115C-325 or G.S. 115C-325.4. However, the superintendent shall not be entitled to the
substantial evidence provision in subsection (d) of this section if such mandatory improvement
plan is not utilized.

)] State Board Notification. — If a local board dismisses a teacher_with career status for
any reason except a reduction in force under G.S. 115C-325(e)(1)I.,_or dismisses a teacher on
contract for cause or elects to not renew a teacher's contract as a result of a superintendent's
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recommendation under subsection (d) of this section, it shall notify the State Board of the
action, and the State Board annually shall provide to all local boards the names of those
teachers. If a local board hires one of these teachers, within 60 days the superintendent or the
superintendent’s designee shall observe the teacher, develop a mandatory improvement plan to
assist the teacher, and submit the plan to the State Board. The State Board shall review the
mandatory improvement plan and may provide comments and suggestions to the
superintendent. If on the next evaluation the teacher receives a rating on any standard that was
an area of concern on the mandatory improvement plan that is again below proficient or a
rating that otherwise represents unsatisfactory or below standard performance, the local board
shall notify the State Board, and the State Board shall initiate a proceeding to revoke the
teacher's license under G.S. 115C-296(d). If on the next evaluation the teacher receives at least
a proficient rating on all of the overall performance standards that were areas of concern on the
mandatory improvement plan, the local board shall notify the State Board that the teacher is in
good standing, and the State Board shall not continue to provide the teacher's name to local
boards under this subsection unless the teacher_has career status and is subsequently dismissed
under G.S. 115C-325 except for a reduction in feree-force or is a teacher on contract who is
subsequently dismissed under G.S. 115C-325.4. If, however, on this next evaluation the teacher
receives a developing rating on any standards that were areas of concern on the mandatory
improvement plan, the teacher shall have one more year to bring the rating to preficient:
H.proficient if the local board elects to renew the teacher's contract. If by the end of this second
year;year the teacher is not proficient in all standards that were areas of concern on the
mandatory improvement plan, the local board shall notify the State Board, and the State Board
shall initiate a proceeding to revoke the teacher's license under G.S. 115C-296(d).

SECTION 9.7.(k) G.S. 115C-335(b) reads as rewritten:

"(b)  Training. — The State Board, in collaboration with the Board of Governors of The
University of North Carolina, shall develop programs designed to train principals and
superintendents in the proper administration of the employee evaluations developed by the
State Board. The Board of Governors shall use the professional development programs for
public school employees that are under its authority to make this training available to all
principals and superintendents at locations that are geographically convenient to local school
administrative units. The programs shall include methods to determine whether an employee's
performance has improved student learning, the development and implementation of
appropriate professional growth and mandatory improvement plans, the process for contract
nonrenewal, and the dismissal process under G-S-—215C-325-Part 3 of Article 22 of this
Chapter. The Board of Governors shall ensure that the subject matter of the training programs
is incorporated into the masters in school administration programs offered by the constituent
institutions. The State Board, in collaboration with the Board of Governors, also shall develop
in-service programs for licensed public school employees that may be included in a mandatory
improvement plan created under G.S.115C-333(b) or G.S. 115C-333.1(b). The Board of
Governors shall use the professional development programs for public school employees that
are under its authority to make this training available at locations that are geographically
convenient to local school administrative units."

SECTION 9.7.(1) G.S. 115C-404(b) reads as rewritten:

"(b)  Documents received under this section shall be used only to protect the safety of or
to improve the education opportunities for the student or others. Information gained in
accordance with G.S. 7B-3100 shall not be the sole basis for a decision to suspend or expel a
student. Upon receipt of each document, the principal shall share the document with those
individuals who have (i) direct guidance, teaching, or supervisory responsibility for the student,
and (ii) a specific need to know in order to protect the safety of the student or others. Those
individuals shall indicate in writing that they have read the document and that they agree to
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maintain its confidentiality. Failure to maintain the confidentiality of these documents as
required by this section is grounds for the dismissal of an employee who is not employed on
contract, grounds for dismissal of an employee on contract reta-careeremployeein accordance
with G.S. 115C-325.4(a)(9), and is—grounds for dismissal of an employee who is a career
empleyee;teacher in accordance with G.S. 115C-325(e)(1)i."

SECTION 9.7.(m) G.S. 143B-146.7(b) reads as rewritten:

"(b) At any time after the State Board identifies a school as low-performing under this
Part, the Seeretary-State Board shall proceed under G.S. 115C-325(p1) or G.S. 115C-325.11 for
the dismissal of eertificatedlicensed instructional personnel assigned to that school.”

SECTION 9.7.(n) G.S. 143B-146.8 reads as rewritten:
"§ 143B-146.8. Evaluation of eertificated-licensed personnel and principals; action plans;
State Board notification.

€)) Annual Evaluations; Low-Performing Schools. — The principal shall evaluate at
least once each year all eertificated-licensed personnel assigned to a participating school that
has been identified as low-performing but has not received an assistance team. The evaluation
shall occur early enough during the school year to provide adequate time for the development
and implementation of an action plan if one is recommended under subsection (b) of this
section. If the employee is a teacher as defined under G.S2115C-325(a)}6);
G.S. 115C-325(a)(6) with career status or a teacher as defined in G.S. 115C-325.1(5) on
contract, either the principal or an assessment team assigned under G.S. 143B-146.9 shall
conduct the evaluation. If the employee is a school administrator as defined under
G.S. 115C-287.1(a)(3), the Superintendent shall conduct the evaluation.

Notwithstanding this subsection or any other law, the principal shall observe at least three
times annually, a teacher shall observe at least once annually, and the principal shall evaluate at
least once annually, all teachers who have ret-attained-careerstatus:-peen employed for less
than three consecutive years. All other employees defined as teachers under
G.S. 115C-325(a)(6)_with career status or teachers as defined in G.S. 115C-325.1(5) on a
four-year contract who are assigned to participating schools that are not designated as
low-performing shall be evaluated annually unless the Seeretary-State Board adopts rules that
allow specified categories of teachers with career status or on four-year contracts to be
evaluated more or less frequently. The Seeretary-State Board also may adopt rules requiring the
annual evaluation of rencertificated-nonlicensed personnel. This section shall not be construed
to limit the dutles and authorlty of an a53|stance team assigned to a low- performlng school

(b) Actlon Plans - If a eeﬁ#reatedrllcensed employee ina part|C|pat|ng school that has
been identified as low-performing receives an unsatisfactory or below standard rating on any
function of the evaluation that is related to the employee's instructional duties, the individual or
team that conducted the evaluation shall recommend to the principal that: (i) the employee
receive an action plan designed to improve the employee's performance; or (ii) the principal
recommend te-the-Seeretary-that the employee who is a career teacher be dismissed or demoted

as provided in G.S.115C-325 or the employee who is a teacher on contract not be
recommended for renewal; or (iii) if the employee who is a teacher on contract engages in
inappropriate _conduct or performs inadequately to such a degree that such conduct or
performance causes substantial harm to the educational environment that a proceeding for
immediate dismissal or demotion under G.S. 115C-325.4 be instituted. The principal shall
determine whether to develop an action planplan, to not recommend renewal of the employee's
contract, or to recommend a dismissal proceeding. The person who evaluated the employee or
the employee's supervisor shall develop the action plan unless an assistance team or assessment
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team conducted the evaluation. If an assistance team or assessment team conducted the
evaluation, that team shall develop the action plan in collaboration with the employee's
supervisor. Action plans shall be designed to be completed within 90 instructional days or
before the beginning of the next school year. The State Beard—in—consultation—with—the
Seeretary.Board shall develop guidelines that include strategies to assist in evaluating
certificated-licensed personnel and developing effective action plans within the time allotted
under this section. The Seeretary-State Board may adopt policies for the development and
implementation of action plans or professional development plans for personnel who do not
require action plans under this section.

(© Reevaluation. — Upon completion of an action plan under subsection (b) of this
section, the principal or the assessment team shall evaluate the employee a second time. If on
the second evaluation the employee receives one unsatisfactory or more than one below
standard rating on any function that is related to the employee's instructional duties, the
principal shall recommend that the employee with career status be dismissed or demoted under
G.S. 115C-325, or that an employee's contract not be renewed or if the employee engages in
inappropriate conduct or performs inadequately to such a degree that such conduct or
performance causes substantial harm to the educational environment, that the employee be
dismissed or demoted under &-S-115C-325.G.S. 115C-325.4. The results of the second
evaluation shall constitute substantial evidence of the employee's inadequate performance.

(d) State Board Notification. — If the-Secretary-dismisses an employee is dismissed for
any-—reason—excepta—reduction—in—forceunderG-S—115C-325(e (k- cause or an employee's

contract is not renewed as a result of a superintendent's recommendation under subsection (b)
or (c) of this section, the Seeretary-shal-netify-the-State Board_shall be notified of the action,
and the State Board annually shall provide to all local boards of education the names of those
individuals. If a local board hires one of these individuals, that local board shall proceed under
G.S. 115C-333(d).

SECTION 9.7.(0) G.S.115C-105.38A, as amended by subsection (c) of this
section, reads as rewritten:
"8 115C-105.38A. Teacher competency assurance.

(d) Retesting; Dismissal. — Upon completion of the remediation plan required under
subsection (c) of this section, the licensed staff member shall take the general knowledge test a
second time. If the licensed staff member fails to acquire a passing score on the second test, the

State Board shall begin a dismissal proceeding under G-S—15C-325(g)(2a)—-6F
G.S. 115C-325.13.

()] Other Actions Not Precluded. — Nothing in this section shall be construed to restrict
or postpone the following actions:
1) The dismissal of a principal under G.S. 115C-325.12.
2 The dismissal of a teacher, assistant principal, director, or supervisor under

G-SH5C-325(g)2)or-G.S. 115C-325.13.

3) The dismissal or demotion of an employee for any of the grounds listed

under G-S—115C-325(e)-6+-G.S. 115C-325.4.

(4)  The nonrenewal of a school administrator's or teacher's contract of
employment.

SECTION 9.7.(p) G.S. 115C-105.39(b), as amended by subsection (d) of this
section, reads as rewritten:
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"(b) The State Board shall proceed under &-S—315C-325(g}2)-o6+G.S. 115C-325.13 for
the dismissal of teachers, assistant principals, directors, and supervisors assigned to a school
identified as low-performing in accordance with G-S—315C-325(g}{2)-o+G.S. 115C-325.13.

SECTION 9.7.(q) G.S. 115C-238.29F(e)(3) reads as rewritten:

"(3)

"(3)

If a teacher employed by a local school administrative unit makes a written
request for a leave of absence to teach at a charter school, the local school
administrative unit shall grant the leave for one year. For the initial year of a
charter school's operation, the local school administrative unit may require
that the request for a leave of absence be made up to 45 days before the
teacher would otherwise have to report for duty. After the initial year of a
charter school's operation, the local school administrative unit may require
that the request for a leave of absence be made up to 90 days before the
teacher would otherwise have to report for duty. A local board of education
IS not required to grant a request for a leave of absence or a request to extend
or renew a leave of absence for a teacher who previously has received a
leave of absence from that school board under this subdivision. A teacher
who has ecareer—status—under—G.S—115C-325-prior—to—receivingreceived a
leave of absence to teach at a charter school may return to a public school in
the local school administrative unit with-career-status-at the end of the leave
of absence or upon the end of employment at the charter school if an

approprlate posmon is avallable Lﬁan&pp#epm%eupeaﬂan%%v&ﬂable—the

SECTION 9.7.(r) G.S. 115C-238.68(3), as amended by subsection (e) of this
section, reads as rewritten:

Leave of absence from local school administrative unit. — If a teacher
employed by a local school administrative unit makes a written request for a
leave of absence to teach at the regional school, the local school
administrative unit shall grant the leave for one year. For the initial year of
the regional school's operation, the local school administrative unit may
require that the request for a leave of absence be made up to 45 days before
the teacher would otherwise have to report for duty. After the initial year of
the regional school's operation, the local school administrative unit may
require that the request for a leave of absence be made up to 90 days before
the teacher would otherwise have to report for duty. A local board of
education is not required to grant a request for a leave of absence or a
request to extend or renew a leave of absence for a teacher who previously
has received a leave of absence from that school board under this
subdivision. A teacher who has eareerstatus-under-G-S—115C-325-prior-to
receiving-received a leave of absence to teach at the regional school may
return to a public school in the local school administrative unit with-career
status-at the end of the leave of absence or upon the end of employment at
the regional school if an appropriate position is available.H-an-appropriate
position—is—uhavatable—theteachers—name—shal-beplaced—on—atistof

SECTION 9.7.(s) G.S.115C-333, as amended by subsection (i) of this section,

reads as rewritten:
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"§ 115C-333. Evaluation of licensed employees including certain superintendents;
mandatory improvement plans; State board notification upon dismissal of
employees.

@ Annual Evaluations; Low-Performing Schools. — Local school administrative units
shall evaluate at least once each year all licensed employees assigned to a school that has been
identified as low-performing. The evaluation shall occur early enough during the school year to
provide adequate time for the development and implementation of a mandatory improvement
plan if one is recommended under subsection (b) of this section. If the employee is a teacher
with—ecareer——status—as—dehned—underG-S-H5C-325H6)—or—a—teacher—as defined under
G.S. 115C-325.1(5), either the principal, the assistant principal who supervises the teacher, or
an assistance team assigned under G.S.115C-105.38 shall conduct the evaluation. If the
employee is a school administrator as defined under G.S.115C-287.1(a)(3), either the
superintendent or the superintendent’s designee shall conduct the evaluation.

All teachers in low-performing schools who have been employed for less than three
consecutive years shall be observed at least three times annually by the principal or the
principal's designee and at least once annually by a teacher and shall be evaluated at least once
annually by a principal. This section shall not be construed to limit the duties and authority of
an assistance team assigned to a low-performing school under G.S. 115C-105.38.

A local board shall use the performance standards and criteria adopted by the State Board
and may adopt additional evaluation criteria and standards. All other provisions of this section
shall apply if a local board uses an evaluation other than one adopted by the State Board.

(b) Mandatory Improvement Plans. —

(2a) If a licensed employee in a low-performing school receives a rating on any
standard on an evaluation that is below proficient or otherwise represents
unsatisfactory or below standard performance in an area that the licensed
employee was expected to demonstrate, the individual or team that
conducted the evaluation shall recommend to the superintendent that (i) the
employee receive a mandatory improvement plan designed to improve the
employee's performance (i) the superintendent recommend to the local

teaeheesr mployees contract not be recommended for renewal or (|||) if the
employee engaged in inappropriate conduct or performed inadequately to
such a degree that such conduct or performance causes substantial harm to
the educational environment that a proceeding for immediate dismissal or
demotion be instituted. If the individual or team that conducted the
evaluation elects not to make any of the above recommendations, the said
individual or team shall notify the superintendent of this decision. The
superintendent shall determine whether to develop a mandatory
improvement plan, to not recommend renewal of the employee’s contract, or
to recommend a dismissal proceeding.

(c) Reassessment of Employee in a Low-Performing School. — After the expiration of
the time period for the mandatory improvement plan under subdivision (2a) of subsection (b) of
this section, the superintendent, the superintendent's designee, or the assistance team shall
assess the performance of the employee of the low-performing school a second time. If the
superintendent, superintendent's designee, or assistance team determines that the employee has
failed to become proficient in any of the performance standards articulated in the mandatory
improvement plan or demonstrate sufficient improvement toward such standards, the

superintendent shall recommend that H-the-employee-is-a-teacherwith-careerstatus-the-teacher
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employee's contract not be renewed orif the employee has engaged in mapproprlate conduct or
performed inadequately to such a degree that such conduct or performance causes substantial
harm to the educational environment, that the employee be immediately dismissed or demoted
under G.S. 115C-325.4. The results of the second assessment shall constitute substantial
evidence of the employee's inadequate performance.

(d) State Board Notification. — If a local board dismisses an employee of a

cause or elects to not renew an employee's contract as a result of a superlntendents
recommendation under subsection (b) or (c) of this section, it shall notify the State Board of the
action, and the State Board annually shall provide to all local boards the names of those
individuals. If a local board hires one of these individuals, within 60 days the superintendent or
the superintendent's designee shall observe the employee, develop a mandatory improvement
plan to assist the employee, and submit the plan to the State Board. The State Board shall
review the mandatory improvement plan and may provide comments and suggestions to the
superintendent. If on the next evaluation the employee receives a rating on any standard that
was identified as an area of concern on the mandatory improvement plan that is again below
proficient or otherwise represents unsatisfactory or below standard performance, the local
board shall notify the State Board and the State Board shall initiate a proceeding to revoke the
employee’s license under G.S. 115C-296(d). If on this next evaluation the employee receives at
least a proficient rating on all of the performance standards that were identified as areas of
concern on the mandatory improvement plan, the local board shall notify the State Board that
the employee is in good standing and the State Board shall not continue to provide the
|nd|V|duaIs name to Iocal boards under this subsection unless the employee IS a—teaeher—uﬂth

feree—eptheempleyee—rera—teaeher—eneentraet—subsequently dlsmlssed under G S. 115C 325 4,

SECTION 9.7.(t) G.S. 115C-333.1, as amended by subsection (j) of this section,
reads as rewritten:

"§ 115C-333.1. Evaluation of teachers in schools not identified as low-performing;
mandatory improvement plans; State Board notification upon dismissal of
teachers.

€)) Annual Evaluations. — All teachers who are assigned to schools that are not
designated as low-performing and who have not been employed for at least three consecutive
years shall be observed at least three times annually by the principal or the principal's designee

and at least once annually by a teacher and shall be evaluated at least once annually by a

principal. All teachers with-careerstatus-or-on-afour-year-contractwho have been employed for

three or more years who are assigned to schools that are not designated as low-performing shall
be evaluated annually unless a local board adopts rules that allow teachers with-careerstatus-or
on—a—four-year—eontractemployed for three or more years to be evaluated more or less
frequently, provided that such rules are not inconsistent with State or federal requirements.

Local boards also may adopt rules requiring the annual evaluation of nonlicensed employees. A

local board shall use the performance standards and criteria adopted by the State Board and

may adopt additional evaluation criteria and standards. All other provisions of this section shall
apply if a local board uses an evaluation other than one adopted by the State Board.

(d) Reassessment of the Teacher. — Upon completion of a mandatory improvement plan
under subsection (b) of this section, the principal shall assess the performance of the teacher a
second time. The principal shall also review and consider any report provided by the qualified
observer under subsection (c) of this section if one has been submitted before the end of the
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mandatory improvement plan period. If, after the second assessment of the teacher and
consideration of any report from the qualified observer, the superintendent or superintendent's
designee determines that the teacher has failed to become proficient in any of the performance
standards identified as deficient in the mandatory improvement plan or demonstrate sufficient
|mprovement toward such standards, the superrntendent may recommend that a-teacherwith

the teachers contract not be renewed—renewed or if the teacher has engaged in mapproprrate
conduct or performed inadequately to such a degree that such conduct or performance causes
substantial harm to the educational environment, that the teacher be immediately dismissed or
demoted under G.S. 115C-325.4. The results of the second assessment produced pursuant to the
terms of this subsection shall constitute substantial evidence of the teacher's inadequate
performance.

(e) Dismissal Proceedings Without a Mandatory Improvement Plan. — The absence of a
mandatory improvement plan as described in this section shall not prohibit a superintendent
from initiating a dismissal proceeding against a teacher under the provisions of 6-S-—3156-325
or—G.S. 115C-325.4. However, the superintendent shall not be entitled to the substantial
evidence provision in subsection (d) of this section if such mandatory improvement plan is not
utilized.

M State Board Notrfrcatron — If a local board drsmrsses a teacherwr!eh—eareer—staters—f-etC

eentraet for cause or eIects to not renew a teachers contract as a result of a superrntendents
recommendation under subsection (d) of this section, it shall notify the State Board of the
action, and the State Board annually shall provide to all local boards the names of those
teachers. If a local board hires one of these teachers, within 60 days the superintendent or the
superintendent's designee shall observe the teacher, develop a mandatory improvement plan to
assist the teacher, and submit the plan to the State Board. The State Board shall review the
mandatory improvement plan and may provide comments and suggestions to the
superintendent. If on the next evaluation the teacher receives a rating on any standard that was
an area of concern on the mandatory improvement plan that is again below proficient or a
rating that otherwise represents unsatisfactory or below standard performance, the local board
shall notify the State Board, and the State Board shall initiate a proceeding to revoke the
teacher's license under G.S. 115C-296(d). If on the next evaluation the teacher receives at least
a proficient rating on all of the overall performance standards that were areas of concern on the
mandatory improvement plan, the local board shall notify the State Board that the teacher is in
good standing, and the State Board shall not continue to provide the teacher's name to local
boards under this subsection unless the teacher has career status and is subsequently dismissed
subsequenthy-dismissed-under G.S. 115C-325.4. If, however, on this next evaluation the teacher
receives a developing rating on any standards that were areas of concern on the mandatory
improvement plan, the-teacher-shal-have-one-more-yearto-bring-therating-to-proficient-if the
local board elects to renew the teacher’s contract. If by the end of this second year the teacher is
not proficient in all standards that were areas of concern on the mandatory improvement plan,
the local board shall notify the State Board, and the State Board shall initiate a proceeding to
revoke the teacher's license under G.S. 115C-296(d).
SECTION 9.7.(u) Article 23 of Chapter 115C of the General Statutes is amended

by adding a new section to read:
"§ 115C-344. Employment benefits for exchange teachers.

An exchange teacher is a nonimmigrant alien teacher participating in an exchange visitor
program designated by the United States Department of State pursuant to 22 C.F.R. Part 62 or
by the United States Department of Homeland Security pursuant to 8 C.F.R. Part 214.2(q). For
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purposes of determining eligibility to receive employment benefits under this Chapter,
including personal leave, annual vacation leave, and sick leave, an exchange teacher shall be
considered a permanent teacher if employed with the expectation of at least six full consecutive
monthly pay periods of employment and if employed at least 20 hours per week. An exchange
teacher is not a teacher for purposes of the Teachers' and State Employees' Retirement System
of North Carolina as provided in G.S. 135-1(25)."

SECTION 9.7.(v) G.S. 115C-404(b), as amended by subsection (n) of this section,
reads as rewritten:

"(b)  Documents received under this section shall be used only to protect the safety of or
to improve the education opportunities for the student or others. Information gained in
accordance with G.S. 7B-3100 shall not be the sole basis for a decision to suspend or expel a
student. Upon receipt of each document, the principal shall share the document with those
individuals who have (i) direct guidance, teaching, or supervisory responsibility for the student,
and (ii) a specific need to know in order to protect the safety of the student or others. Those
individuals shall indicate in writing that they have read the document and that they agree to
maintain its confidentiality. Failure to maintain the confidentiality of these documents as
required by this section is grounds for the dismissal of an employee who is not employed on
eentract,contract and grounds for dismissal of an employee on contract in accordance with

G.S. 115C-325.4(a)(9).6-S-115C-325.4{a}{9)-and-grounds—fordismissal-of an-employee-who

is a career teacher in accordance with G.S. 115C-325(e)}{(1)i."
SECTION 9.7.(w) G.S. 143B-146.7(b), as amended by subsection (m) of this

section, reads as rewritten:

"(b) At any time after the State Board identifies a school as low-performing under this
Part, the State Board shall proceed under G-S—315C-325(p1)—e+-G.S. 115C-325.11 for the
dismissal of licensed instructional personnel assigned to that school."

SECTION 9.7.(x) G.S. 143B-146.8, as amended by subsection (n) of this section,
reads as rewritten:
"8 143B-146.8. Evaluation of licensed personnel and principals; action plans; State Board
notification.

@ Annual Evaluations; Low-Performing Schools. — The principal shall evaluate at
least once each year all licensed personnel assigned to a participating school that has been
identified as low-performing but has not received an assistance team. The evaluation shall
occur early enough during the school year to provide adequate time for the development and
implementation of an action plan if one is recommended under subsection (b) of this section. If

the employee is a teacheras-defined-underG-S—115C-325(a}(6)-with-careerstatus-ora-teacher
as defined in G:S—115C-325-15)-en—~contract,G.S. 115C-325.1(5), either the principal or an

assessment team assigned under G.S. 143B-146.9 shall conduct the evaluation. If the employee
is a school administrator as defined under G.S. 115C-287.1(a)(3), the Superintendent shall
conduct the evaluation.

Notwithstanding this subsection or any other law, the principal shall observe at least three
times annually, a teacher shall observe at least once annually, and the principal shall evaluate at
least once annually, all teachers who have been employed for less than three consecutive years.
All other employees who have been employed for three or more years and are defined as
teachers under G.S.115C-325(a}(6) —with—career —status—or teachers —as defined —in
G.S. 115C-325.1(5) en-afeur-year-contract-who are assigned to participating schools that are
not designated as low-performing shall be evaluated annually unless the State Board adopts
rules that allow specified categories of teachers with eareerstatus-er-en-four-yearcontractsthree
or more years employment to be evaluated more or less frequently. The State Board also may
adopt rules requiring the annual evaluation of nonlicensed personnel. This section shall not be
construed to limit the duties and authority of an assistance team assigned to a low-performing
school.
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(b) Action Plans. — If a licensed employee in a participating school that has been
identified as low-performing receives an unsatisfactory or below standard rating on any
function of the evaluation that is related to the employee's instructional duties, the individual or
team that conducted the evaluation shall recommend to the principal that: (i) the employee
receive an action plan desrgned to |mprove the employees performance or (ii) the—prmerp&l

Gé—HéG%Qé—loe—employee—nme—rs—Heaehepon—eontraetthe emoloyees contract not be

recommended for renewal; or (iii) if the employee who is a teacher on contract engages in
inappropriate conduct or performs inadequately to such a degree that such conduct or
performance causes substantial harm to the educational environment that a proceeding for
immediate dismissal or demotion under G.S. 115C-325.4 be instituted. The principal shall
determine whether to develop an action plan, to not recommend renewal of the employee's
contract, or to recommend a dismissal proceeding. The person who evaluated the employee or
the employee's supervisor shall develop the action plan unless an assistance team or assessment
team conducted the evaluation. If an assistance team or assessment team conducted the
evaluation, that team shall develop the action plan in collaboration with the employee's
supervisor. Action plans shall be designed to be completed within 90 instructional days or
before the beginning of the next school year. The State Board shall develop guidelines that
include strategies to assist in evaluating licensed personnel and developing effective action
plans within the time allotted under this section. The State Board may adopt policies for the
development and implementation of action plans or professional development plans for
personnel who do not require action plans under this section.

(©) Reevaluation. — Upon completion of an action plan under subsection (b) of this
section, the principal or the assessment team shall evaluate the employee a second time. If on
the second evaluation the employee receives one unsatisfactory or more than one below
standard rating on any function that is related to the employees |nstruct|onal dutles the
principal shall recommend that the em
G.S. 115C-325, or that an employee one mgloyee contract not be reneweel—renewed or |f the
employee engages in inappropriate conduct or performs inadequately to such a degree that such
conduct or performance causes substantial harm to the educational environment, that the
employee be dismissed or demoted under G.S.115C-325.4. The results of the second
evaluation shall constitute substantial evidence of the employee's inadequate performance.

SECTION 9.7.(y) Subsections (a) through (n) of this section become effective July
1, 2014. Subsections (0) through (x) become effective June 30, 2018.

PART X. COMMUNITY COLLEGES

REORGANIZATION OF THE COMMUNITY COLLEGES SYSTEM OFFICE
SECTION 10.1.(a) Notwithstanding any other provision of law, and consistent
with the authority established in G.S. 115D-3, the President of the North Carolina Community
College System may reorganize the System Office in accordance with recommendations and
plans submitted to and approved by the State Board of Community Colleges.
SECTION 10.1.(b) This section expires June 30, 2014.

CARRYFORWARD OF COLLEGE INFORMATION SYSTEM FUNDS

SECTION 10.2. Of the funds appropriated to the Community Colleges System
Office for the 2013-2015 fiscal biennium for the College Information System, up to one million
two hundred fifty thousand dollars ($1,250,000) shall not revert at the end of each fiscal year
but shall remain available until expended. These funds may be used only to purchase periodic
system upgrades.
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BASIC SKILLS PLUS

SECTION 10.3.(a) Notwithstanding any other provision of law, the State Board of
Community Colleges may authorize a local community college to use up to twenty percent
(20%) of the State Literacy Funds allocated to it to provide employability skills, job-specific
occupational and technical skills, and developmental education instruction to students
concurrently enrolled in a community college course leading to a high school diploma or
equivalent certificate.

SECTION 10.3.(b) Notwithstanding any other provision of law, if a community
college is authorized by the State Board to provide employability skills, job-specific
occupational or technical skills, or developmental education instruction to students
concurrently enrolled in a community college course leading to a high school diploma or
equivalent certificate, the college may waive the tuition and registration fees associated with
this instruction.

ENROLLMENT FUNDING

SECTION 10.4.(a) Beginning with the 2013-2015 fiscal biennium, community
colleges shall receive funding based on the number of full-time equivalent (FTE) students
enrolled in curriculum, continuing education, and Basic Skills courses, by tiered funding level.
Community colleges shall calculate this enrollment as the higher of the current year's total
enrollment or the average enrollment of the last two academic years.

The State Board of Community Colleges shall report to the Joint Legislative
Education Oversight Committee by February 1, 2014, on the use of nonrecurring funds
appropriated to it to phase in this new enrollment funding model.

SECTION 10.4.(b) G.S. 115D-5 is amended by adding a new subsection to read:

"(v) Community colleges may teach technical education, health care, developmental
education, and STEM-related courses at any time during the year, including the summer term.
Student membership hours from these courses shall be counted when computing full-time
equivalent students (FTE) for use in budget funding formulas at the State level."

SECTION 10.4.(c) The State Board of Community Colleges shall report to the
Joint Legislative Education Oversight Committee by October 1, 2014, on FTE for the 2014
summer term.

SECTION 10.4.(d) Subsection (b) of this section is effective when it becomes law
and applies beginning with the summer 2014 term.

PERFORMANCE FUNDING
SECTION 10.5.(a) G.S. 115D-31.3 reads as rewritten:
"8 115D-31.3. Institutional performance accountability.

@ Creationlmplementation of Accountability Measures and Performance Standards. —
The State Board of Community Colleges shall ereate-new-adopt and implement a system of
accountability measures and performance standards for the Community College System. FheAt
least once every three years, the State Board of Community Colleges shall review-review, and
revise if necessary, annuaty-the accountability measures and performance standards to ensure
that they are appropriate for use in recognition of successful institutional performance._If the
State Board determines that accountability measures and performance standards must be
revised following a review required by this subsection, the State Board shall report to the Joint
Legislative Education Oversight Committee prior to the implementation of any proposed
revisions.

(b) through (d) Repealed by Session Laws 2000-67, s. 9.7, effective July 1, 2000.

(e) Mandatory Performance Measures. — The State Board of Community Colleges shall
evaluate each college on the following eight performance measures:
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1) Progress of basic skills students.

2) Passing—rate—forAttainment of General Educational Development (GED)
diploma-examinations-diplomas by students.

3) Performance of students who transfer to a four-year institution.

4) Success rates-of developmental students in subsequent college-level English
courses.

(5) Success rates-of developmental students in subsequent college-level math
courses.

(5a)  Progress of first-year curriculum students.

(6) Repealed by Session Laws 2012-142, s. 8.5, effective July 1, 2012.

(7) Curriculum student retention and graduation.

(8) Repealed by Session Laws 2012-142, s. 8.5, effective July 1, 2012.

(9)  Passing——rate—forAttainment  of  licensure  and  eertification
examinations-certifications by students.

The State Board may also evaluate each college on additional performance measures.

()] Publication of Performance Ratings. — Each college shall publish its performance on
the eight measures set out in subsection (e) of this section (i) annually in its electronic catalog
or on the Internet and (ii) in its printed catalog each time the catalog is reprinted.

The Community Colleges System Office shall publish the performance of all colleges on all
eight measures.

(9) Recognition fer—of Successful Institutional Performance. — For the purpose of
recognition fer-of successful institutional performance, the State Board of Community Colleges
shall evaluate each college on the elght performance FReasuFes-measures set out in subsectlon
(e) of this section. 3 3

ene—pemen%%e%)—e#ﬂs—ﬁnal—ﬁse&l—ye&#@emrﬂ—ﬁmd—appmp%ﬂen& ub|ect to th

availability of funds, the State Board may allocate funds among colleges based on the

evaluation of each institution's performance, including at least the following components:

(1)  Program quality evaluated by determining a college's rate of student success
on each measure as compared to a systemwide performance baseline and
goal.

(2)  Program impact on student outcomes evaluated by the number of students
succeeding on each measure.

(gl) Carryforward of Funds Allocated Based on Performance. — A college that receives
funds under subsection (q) of this section may retain and carry forward an amount up to or

equal to its performance based fundlnq aIIocatlon for that vear into the next fiscal year.
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SECTION 10.5.(b) Section 9.2(b) of S.L. 1999-237 is repealed.

SECTION 10.5.(c) Section 8.6 of S.L. 2012-142 is repealed.

SECTION 10.5.(d) Effective only for the 2011-2012 reporting year, and
notwithstanding G.S. 115D-31.3, the State Board of Community Colleges shall not require a
college to report its performance on the progress of basic skills students as part of the
mandatory performance standards prescribed by G.S.115D-31.3(e), as amended by this
section. In distributing performance-based funding allocations for the 2013-2014 fiscal year,
notwithstanding G.S. 115D-31.3, the State Board of Community Colleges shall not consider the
progress of basic skills students or the attainment of GED diplomas for the purpose of
recognizing successful institutional performance. However, the State Board of Community
Colleges shall distribute a portion of the Basic Skills block grant appropriated under this act for
the 2013-2014 fiscal year based on the number of GED diplomas awarded by each college.

SECTION 10.5.(e) Beginning with the 2012-2013 reporting year, the State Board
of Community Colleges shall require a college to report its performance on all eight of the
mandatory performance standards prescribed by G.S.115D-31.3(e), as amended by this
section.

SECTION 10.5.(f) Beginning with the 2014-2015 fiscal year, the State Board of
Community Colleges shall allocate three million three hundred thirty-three thousand three
hundred thirty-three dollars ($3,333,333) of the Basic Skills block grant in accordance with
G.S. 115D-31.3(g), as amended by this section.

REPEAL OF SENIOR CITIZEN TUITION WAIVER
SECTION 10.6. G.S. 115D-5(b)(11) is repealed.

STUDY OF THE APPROVAL PROCESS FOR MULTICAMPUS CENTERS

SECTION 10.7. The State Board of Community Colleges shall develop a process
for approval of community college multicampus centers. The Board shall report to the Joint
Legislative Education Oversight Committee by January 1, 2014, on its plan for a multicampus
approval process and any statutory changes necessary to implement the plan.

COOPERATION BY THE MANUFACTURING SOLUTIONS CENTER AND THE
TEXTILE TECHNOLOGY CENTER
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SECTION 10.8.(a) The General Assembly finds that the missions of both the
Manufacturing Solutions Center at Catawba Valley Community College and the Textile
Technology Center at Gaston College are to help North Carolina manufacturers create and
maintain jobs and increase sales.

The Manufacturing Solutions Center accomplishes this mission by (i) enhancing and
improving products through research and development; (ii) creating prototypes for new
products; (iii) analyzing new materials to enhance structure; (iv) testing products for reliability
and quality; (v) training personnel in Lean Manufacturing and Supply Chain strategies; (vi)
providing a forum for rollout of new technologies; (vii) providing hands-on assistance to
companies in the areas of international sales and government procurement; and (viii)
advocating for industry.

The Textile Technology Center accomplishes this mission by (i) developing a
world-class workforce for the textile industry in North Carolina; (ii) identifying and solving
problems confronting the textile industry; and (iii) serving as a statewide center of excellence
that serves all components of the textile industry.

SECTION 10.8.(b) The General Assembly further finds that the strategies of the
Manufacturing Solutions Center and the Textile Technology Center are complementary and
that cooperation by the Centers is in the best interest of the State; therefore, the General
Assembly directs the Centers to work cooperatively whenever possible to maximize the State's
ability to help North Carolina manufacturers create and maintain jobs and increase sales.

EXPAND INDUSTRIAL AND ENGINEERING TECHNOLOGIES EDUCATION TO

FRESHMEN AND SOPHOMORE HIGH SCHOOL STUDENTS

SECTION 10.9.(a) G.S. 115D-20(4)a.2. reads as rewritten:
"§ 115D-20. Powers and duties of trustees.

The trustees of each institution shall constitute the local administrative board of such
institution, with such powers and duties as are provided in this Chapter and as are delegated to
it by the State Board of Community Colleges. The powers and duties of trustees shall include
the following:

4) To apply the standards and requirements for admission and graduation of
students and other standards established by the State Board of Community
Colleges. Notwithstanding any law or administrative rule to the contrary,
local community colleges are permitted to offer the following programs:

a. Subject to the approval of the State Board of Community Colleges,
local community colleges may collaborate with local school
administrative units to offer courses through the following programs:

2. Academic transition pathways for qualified junior and senior
high school students that lead to a career technical education
certificate or diplema—diploma and academic transition
pathways for qualified freshmen and sophomore high school
students that lead to a career technical education certificate or
diploma in industrial and engineering technologies."

SECTION 10.9.(b) The Community Colleges System Office shall report to the
Joint Legislative Education Oversight Committee by October 1, 2014, and October 1, 2015, on
freshmen and sophomore students served under G.S. 115D-20(4)a.2., as amended by subsection
(a) of this section. The report shall include the number of and budget FTE for freshmen
students and the number of and budget FTE for sophomore students.

STATE BOARD OF COMMUNITY COLLEGES MEETINGS
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SECTION 10.10. G.S. 115D-2.1(g) reads as rewritten:

"(g) The State Board of Community Colleges shall meet at stated times established by
the State Board, but not less frequently than 210eight times a year. The State Board of
Community Colleges shall also meet with the State Board of Education and the Board of
Governors of The University of North Carolina at least once a year to discuss educational
matters of mutual interest and to recommend to the General Assembly such policies as are
appropriate to encourage the improvement of public education at every level in this State; these
joint meetings shall be hosted by the three Boards according to the schedule set out in
G.S. 115C-11(b1). Special meetings of the State Board may be set at any regular meeting or
may be called by the chairman. A majority of the qualified members of the State Board shall
constitute a quorum for the transaction of business."

ACQUISITION BY COMMUNITY COLLEGES OF REAL PROPERTY BY LEASE

PURCHASE

SECTION 10.11.(a) G.S. 115D-58.15 reads as rewritten:
"§ 115D-58.15. Lease purchase and installment purchase contracts for
equipmentequipment and real property.

@ Authority. — Fhe-Notwithstanding any other provision of law to the contrary, the
board of trustees of a community college may use lease purchase or installment purchase
contracts to purchase or finance the purchase of equipment or real property as provided in this
section. A college shall not have more than five State-funded contracts in effect at any one
time.

(b) Contract Approval. — Contracts for more than one hundred thousand dollars
($100,000) or for a term of more than three years shall be subject to review and approval as
provided in this subsection. If the source of funds for payment of the obligation by the
community college is intended to be local funds, the contract must be approved by resolution of
the tax-levying authority, and the authority must acknowledge in writing its understanding that
the community college may require appropriations from the tax-levying authority in order to
meet the college’s obligations under the contract. The tax-levying authority may in each fiscal
year appropriate sufficient funds to meet the amounts to be paid during the fiscal year under the
contract. The source of funds for lease purchase or installment purchase contracts for real
property shall be local funds. If the source of funds for payment of the obligation by the
community college is intended to be State funds, the contract must be approved by resolution of
the State Board of Community Colleges. The State Board may in each fiscal year allocate
sufficient funds to meet the amounts to be paid during the fiscal year under the contract.

(© Local Government Commission. — A contract that is subject to approval by the
tax-levying authority also shall be subject to approval by the Local Government Commission as
provided in Article 8 of Chapter 159 of the General Statutes if the contract:

1) Extends for five or more years from the date of the contract;

(2 Obligates the board of trustees to pay sums of money to another, regardless
of whether the payee is a party to the contract; and

3 Obligates the board of trustees to pay five hundred thousand dollars
($500,000) or more over the full term of the contract.

(d) Application of Section. — When determining whether a contract is subject to
approval under this section the total cost of exercising an option to upgrade property shall be
taken into consideration. The term of a contract shall include periods that may be added to the
original term through the exercise of an option to renew or extend.

(e) Nonsubstitution Clause. — No contract entered into under this section may contain a
nonsubstitution clause that restricts the right of a board of trustees to:

Q) Continue to provide a service or activity; or
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(2 Replace or provide a substitute for any property financed or purchased by
the contract.

() Nonappropriations Clause. — No deficiency judgment may be rendered against any
board of trustees, any tax-levying authority, the State Board of Community Colleges, or the
State of North Carolina in any action for breach of a contractual obligation authorized by this
section. The taxing power of a tax-levying authority and the State is not and may not be
pledged directly or indirectly to secure any moneys due under a contract authorized by this
section.”

SECTION 10.11.(b) G.S. 115D-20(11) reads as rewritten:
"(11) To enter into lease purchase and installment purchase contracts for
equipment and real property under G.S. 115D-58.15."

CLARIFY EMPLOYEE ACADEMIC ASSISTANCE
SECTION 10.12. G.S. 115D-5(b1) reads as rewritten:

"(bl) The State Board of Community Colleges shall not waive tuition and registration fees
for community college faculty or staff members. Community colleges may, however, use State
or local funds to pay tuition and registration fees for one course per semester for full-time
community college faculty or staff members employed for a nine-, ten-, eleven-, or
twelve-month term._Community colleges may also use State and local funds to pay tuition and
registration fees for professional development courses and for other courses consistent with the
academic assistance program authorized by the State Personnel Commission."

REVISE TARGETED ASSISTANCE CRITERIA
SECTION 10.13. G.S. 115D-40.1(b) reads as rewritten:
"(b) Targeted Assistance. — Notwithstanding subsection (a) of this section, the State
Board may allocate re—mere—than—up to ten percent (10%) of the funds appropriated for
Financial Assistance for Community College Students te:to the following students:

1) Students who de—net—guatify—forneed-based-assistance—but—whoe—enroll in

low-enrollment programs that prepare students for high-demand

eccupations;-andoccupations.

2) Students with disabilities who have been referred by the Department of
Health and Human Services, Division of Vocational Rehabilitation
Rehabilitation, and are enrolled in a community college.”

REPURPOSE OF FUNDS

SECTION 10.14.(a) Of the funds appropriated to Forsyth Technical Community
College in fiscal year 2005-2006 for the construction of the Center for Emerging Technologies
at Forsyth Technical Community College, the sum of three million dollars ($3,000,000) for
fiscal year 2013-2014 shall be transferred by the State Treasurer to Budget Code 26800 to be
administered by the North Carolina Community Colleges System Office. The Community
Colleges System Office shall allocate up to three hundred thousand dollars ($300,000) of these
funds each fiscal year to Forsyth Technical Community College for the operating costs and
lease expenses for the community college's biotechnology, nanotechnology, design, and
advanced information technology programs; Small Business Center; and Corporate and
Industrial Training programs. The Community Colleges System Office shall continue to
allocate these funds to Forsyth Technical Community College for this purpose until those funds
are expended. No additional State funds shall be made available to Forsyth Technical
Community College to be used for the purposes described in this section.

SECTION 10.14.(b) The State Treasurer shall transfer all funds in Budget Codes
40520 and 40620 that are unencumbered as of July 1, 2013, except those funds to be transferred
in accordance with subsection (a) of this section, to Budget Code 16800. Of the funds
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transferred to Budget Code 16800 under this subsection, the State Board of Community
Colleges shall allocate those funds to community colleges under the equipment allocation
formula for the 2013-2014 fiscal year in accordance with G.S. 115D-31(d).

PART XI. UNIVERSITIES

USE OF ESCHEAT FUND FOR NEED-BASED FINANCIAL AID PROGRAMS

SECTION 11.1.(a) There is appropriated from the Escheat Fund income to the
Board of Governors of The University of North Carolina the sum of sixty-four million two
hundred eighty-seven thousand two hundred forty-two dollars ($64,287,242) for the 2013-2014
fiscal year and the sum of thirty-seven million two hundred eighty-seven thousand two hundred
forty-two dollars ($37,287,242) for the 2014-2015 fiscal year to be used for The University of
North Carolina Need-Based Financial Aid Program.

SECTION 11.1.(b) There is appropriated from the Escheat Fund income to the
State Board of Community Colleges the sum of fifteen million two hundred forty-six thousand
three hundred seventy-three dollars ($15,246,373) for the 2013-2014 fiscal year and the sum of
sixteen million three hundred thirty-five thousand dollars ($16,335,000) for the 2014-2015
fiscal year to be used for community college grants.

SECTION 11.1.(c) There is appropriated from the Escheat Fund income to the
Department of Administration, Division of Veterans Affairs, the sum of six million five
hundred twenty thousand nine hundred sixty-four dollars ($6,520,964) for the 2013-2014 fiscal
year and the sum of six million five hundred twenty thousand nine hundred sixty-four dollars
($6,520,964) for the 2014-2015 fiscal year to be used for need-based student financial aid.

SECTION 11.1.(d) The funds appropriated by this section shall be allocated by the
State Educational Assistance Authority (SEAA) for need-based student financial aid in
accordance with G.S. 116B-7. If the interest income generated from the Escheat Fund is less
than the amounts referenced in this section, the difference may be taken from the Escheat Fund
principal to reach the appropriations referenced in this section; however, under no
circumstances shall the Escheat Fund principal be reduced below the sum required in
G.S. 116B-6(f). If any funds appropriated under this section remain uncommitted for
need-based financial aid as of the end of a fiscal year, the funds shall be returned to the Escheat
Fund, but only to the extent the funds exceed the amount of the Escheat Fund income for that
fiscal year.

SECTION 11.1.(e) The State Education Assistance Authority shall perform all of
the administrative functions necessary to implement this program of financial aid. The SEAA
shall conduct periodic evaluations of expenditures of the scholarship programs to determine if
allocations are utilized to ensure access to institutions of higher learning and to meet the goals
of the respective programs. SEAA may make recommendations for redistribution of funds to
The University of North Carolina, Department of Administration, and the President of the
Community College System regarding their respective scholarship programs, who then may
authorize redistribution of unutilized funds for a particular fiscal year.

SECTION 11.1.(f) G.S. 116B-7(a) reads as rewritten:

"(@) The income derived from the investment or deposit of the Escheat Fund shall be
distributed annually on or before Juhy-15-August 15 to the State Education Assistance Authority
for grants and loans to aid worthy and needy students who are residents of this State and are
enrolled in public institutions of higher education in this State. Such grants and loans shall be
made upon terms, consistent with the provisions of this Chapter, pursuant to which the State
Education Assistance Authority makes grants and loans to other students under G.S. 116-201 to
116-209.23, Article 23 of Chapter 116 of the General Statutes, policies of the Board of
Governors of The University of North Carolina regarding need-based grants for students of The
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University of North Carolina, and policies of the State Board of Community Colleges regarding
need-based grants for students of the community colleges."

UNC NEED-BASED FINANCIAL AID FORWARD FUNDING RESERVE/PROVIDE
FUNDS FOR UNC NEED-BASED GRANTS

SECTION 11.2.(a) It is the intent of the General Assembly to move the UNC
Need-Based Financial Aid Program grant funding into a reserve in the North Carolina Student
Loan Fund designated for that purpose so that funds appropriated for grants in a fiscal year are
awarded to students for the following academic year. This change will provide additional
program stability.

SECTION 11.2.(b) The UNC Need-Based Financial Aid Forward Funding
Reserve is established as a reserve in the North Carolina Student Loan Fund. The funds in the
UNC Need-Based Financial Aid Forward Funding Reserve shall be held in reserve for the
2013-2014 fiscal year and, beginning with the 2014-2015 fiscal year, shall be used to fund
grants from the UNC Need-Based Financial Aid Program for the 2014-2015 program year and
each subsequent program year.

SECTION 11.2.(c) Section 6.11(e) of this act appropriates funds from the
Education Lottery Fund in the amount of fifty-five million one hundred twenty-eight thousand
six hundred twenty dollars ($55,128,620) for the 2013-2014 fiscal year to the UNC
Need-Based Financial Aid Forward Funding Reserve. The following funds shall also be
transferred to the UNC Need-Based Financial Aid Forward Funding Reserve (Reserve):

1) The sum of fifty-nine million eight hundred fifty-nine thousand five hundred

sixty-two dollars ($59,859,562) shall be transferred from the North Carolina
Student Loan Fund to the Reserve.

(2) Of the funds appropriated by this act to the Board of Governors of The
University of North Carolina for the 2013-2015 fiscal biennium, the sum of
three million four hundred seventy-five thousand five hundred thirty-eight
dollars ($3,475,538) for the 2013-2014 fiscal year and the sum of three
million four hundred fifty-four thousand six hundred fifty-six dollars
($3,454,656) for the 2014-2015 fiscal year shall be transferred to the
Reserve.

3) Notwithstanding G.S. 115C-269.2, the sum of three million five hundred
twenty-five thousand dollars ($3,525,000) shall be transferred from the fund
balance of the National Board Certification Loan program to the Reserve.

4) The sum of five hundred thousand dollars ($500,000) shall be transferred
from the John B. McLendon Scholarship Fund established in
G.S. 116-209.40 to the Reserve.

SECTION 11.2.(d) There is appropriated from the Escheat Fund for the
2013-2014 fiscal year to the UNC Need-Based Financial Aid Forward Funding Reserve the
sum of one million eighty-eight thousand six hundred twenty-seven dollars ($1,088,627).

SECTION 11.2.(e) G.S. 116-209.40 is repealed.

COORDINATED RESIDENCY DETERMINATION PROCESS

SECTION 11.3.(a) The General Assembly finds that it is in the best interest of the
State for the University System, the Community College System, and the State Education
Assistance Authority to apply the criteria in G.S. 116-143.1 to determine residency for tuition
purposes in a coordinated and similar manner. Therefore, The University of North Carolina, the
North Carolina Community College System, and the State Education Assistance Authority shall
jointly develop and implement a coordinated and centralized process to be used by those three
entities when determining the residency for tuition purposes of students who apply for
admission and are admitted to a constituent institution of The University of North Carolina or a
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community college under the jurisdiction of the State Board of Community Colleges and for
private college students receiving State-funded financial aid. In developing a centralized
residency determination process, The University of North Carolina General Administration, the
North Carolina Community College System, and the State Education Assistance Authority shall
consult with the North Carolina Independent Colleges and Universities.

SECTION 11.3.(b) No later than January 1, 2014, The University of North
Carolina, the North Carolina Community College System, and the State Education Assistance
Authority shall report to the Joint Legislative Education Oversight Committee regarding the
progress in developing and implementing a coordinated and centralized process and any
necessary statutory changes.

IMPLEMENT TUITION SURCHARGE STUDY RECOMMENDATIONS
SECTION 11.4.(a) G.S. 116-143.7 reads as rewritten:
"§ 116-143.7. Tuition surcharge.

@) The Board of Governors of The University of North Carolina shall impose a fifty
percent (50%) tuition surcharge on students who take more than 140 degree credit hours to
complete a baccalaureate degree in a four-year program or more than one hundred ten percent
(110%) of the credit hours necessary to complete a baccalaureate degree in any program
offrcrally desrgnated by the Board of Governors as a frve year program. Goarses—and—eredrt

and credrt hours that count toward the surcharqe mclude those taken at that constrtuent

institution and those taken at either another constituent institution or a community college
established pursuant to G.S. 115D-4 and accepted for transfer. In calculating the number of
degree credit hours taken:

1) Included are courses that a student:

a. Fails.

b. Does not complete unless the course was officially dropped by the
student pursuant to the academic policy of the appropriate constituent
institution.

(2 Excluded are credit hours earned through:

a. The College Board's Advanced Placement Program, CLEP
examinations, or similar programs.

b. Institutional advanced placement, course validation, or any similar
procedure for awarding course credit.

C. Summer term or extension programs.

d. Courses and credit hours transferred and accepted for credit from an
institution of higher education that is not a constituent institution or a
community college established pursuant to G.S. 115D-4.

(b) No surcharge shall be imposed on any student who exceeds the degree credit hour
limits within the equivalent of four academic years of regular term enrollment or within five
academic years of regular term enrollment in a degree program officially designated by the
Board of Governors as a five-year program.

(©) Upon application by a student, the tuition surcharge shall be waived if the student
demonstrates that any of the following have substantially disrupted or interrupted the student's
pursuit of a degree: (i) a military service obligation, (ii) serious medical debilitation, (iii) a
short-term or long-term disability, or (iv) other extraordinary hardship. The Board of Governors
shall establish the appropriate procedures to implement the waiver provided by this subsection.

(d) Each constituent institution shall implement procedures to notify students regarding
the tuition surcharge and to provide appropriate advance notice to a student when the student is
approaching the credit hour limit regarding the tuition surcharge. The procedures shall comply
with the tuition surcharge notification principles established by the Board of Governors."”
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SECTION 11.4.(b) G.S.116-11 is amended by adding a new subdivision to read:

"(7a) The Board of Governors shall develop a uniform core set of notification
principles regarding the tuition surcharge, including a process for each
campus to notify students at orientation and through each semester's tuition
statements and a process to provide appropriate advance notification to a
student when the student is approaching the credit hour limit regarding the
tuition surcharge. The Board of Governors shall direct each constituent
institution to implement these procedures."

SECTION 11.4.(c) This section applies to the 2013 fall academic semester and

each subsequent academic semester.

UNC MANAGEMENT FLEXIBILITY REDUCTION

SECTION 11.5.(a) The management flexibility reduction for The University of
North Carolina shall not be allocated by the Board of Governors to the constituent institutions
and affiliated entities using an across-the-board method but in a manner that recognizes the
importance of the academic missions and differences among The University of North Carolina
entities.

Before taking reductions in instructional budgets, the Board of Governors and the
campuses of the constituent institutions shall consider all of the following:

1) Reducing State funding for centers and institutes, speaker series, and other

nonacademic activities.

2 Faculty workload adjustments.

3) Restructuring of research activities.

4) Implementing cost-saving span of control measures.

(5) Reducing the number of senior and middle management positions.

(6) Eliminating low-performing, redundant, or low-enrollment programs.

(7 Using alternative funding sources.

(8) Protecting direct classroom services.

The Board of Governors and the campuses of the constituent institutions also shall
review the institutional trust funds and the special funds held by or on behalf of The University
of North Carolina and its constituent institutions to determine whether there are monies
available in those funds that can be used to assist with operating costs. In addition, the
campuses of the constituent institutions also shall require their faculty to have a teaching
workload equal to the national average in their Carnegie classification.

SECTION 11.5.(b) In allocating the management flexibility reduction, no
reduction in State funds shall be allocated in either fiscal year of the 2013-2015 biennium to
any of the following:

1) UNC Need-Based Financial Aid.

2) North Carolina Need-Based Scholarship.

3) Any special responsibility constituent institution which has been granted a

basic type designation of "Special Focus Institution” under the Carnegie
Classification of Institutions of Higher Education.

(4)  Any special responsibility constituent institution which has been granted a
basic type designation of "Baccalaureate Colleges—Arts & Sciences™ under
the Carnegie Classification of Institutions of Higher Education.

5) Any constituent high school of The University of North Carolina.

SECTION 11.5.(c) The University of North Carolina shall report on the
implementation of the management flexibility reduction in subsection (a) of this section to the
Office of State Budget and Management and the Fiscal Research Division no later than October
1, 2013. This report shall identify both of the following by campus:

1) The total number of positions eliminated by type (faculty/nonfaculty).
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2 The low-performing, redundant, and low-enrollment programs that were
eliminated.

UNC BOARD OF GOVERNORS REPORT ON OVERHEAD RECEIPTS

SECTION 11.6.(a) G.S. 116-11 is amended by adding a new subdivision to read:

"(9a) The Board of Governors shall report to the Joint Legislative Education
Oversight Committee and the Office of State Budget and Management by
March 1 of each year regarding the sum of facilities and administrative fees
and overhead receipts for The University of North Carolina that are collected
and expended by each constituent institution. The report shall include all of
the following information:

a. The collection of facilities and administrative fees and overhead
receipts by line item and by grant or program.
b. The use of facilities and administrative fees and overhead receipts

showing line item expenditures by grant or program.

The sum of facilities and administrative fees and overhead receipts
collected or expended by each constituent institution for maintenance
and operation of facilities that were constructed with or at any time
operated by funds from the General Fund."

SECTION 11.6.(b) Section 31.14 of S.L. 2001-424 is repealed.

STUDENT CHARGES AT THE NORTH CAROLINA SCHOOL OF SCIENCE AND
MATH
SECTION 11.7.(a) G.S. 116-40.22 reads as rewritten:
"8 116-40.22. Management flexibility.

(© Tuition and Fees. — Notwithstanding any provision in Chapter 116 of the General
Statutes to the contrary, in addition to any tuition and fees set by the Board of Governors
pursuant to G.S. 116-11(7), the Board of Trustees of the institution may recommend to the
Board of Governors tuition and fees for program-specific and institution-specific needs at that
institution without regard to whether an emergency situation exists and not inconsistent with
the actions of the General Assembly. Any tuition and fees set pursuant to this subsection are
appropriated for use by the institution. Notwithstanding this subsection, neither the Board of
Governors of The University of North Carolina nor its Board of Trustees shall impose any
tuition or mandatory fee at the North Carolina School of Science and Mathematics without the
approval of the General Assembhr.Assembly, except as provided in subsection (e) of this
section.

(e) The Board of Governors of The University of North Carolina may approve, upon
the recommendation of the Board of Trustees of the North Carolina School of Science and
Mathematics, the imposition of fees not inconsistent with actions of the General Assembly for
distance education services provided by the North Carolina School of Science and Mathematics
to nonresidents and for students participating in extracurricular enrichment programs sponsored
by the School."

SECTION 11.7.(b) G.S. 116-143 reads as rewritten:
"§ 116-143. State-supported institutions of higher education required to charge tuition
and fees.

(b) In the event that said students are unable to pay the cost of tuition and required
academic fees as the same may become due, in cash, the said several boards of trustees are
hereby authorized and empowered, in their discretion, to accept the obligation of the student or
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students together with such collateral or security as they may deem necessary and proper, it
being the purpose of this Article that all students in State institutions of higher learning shall be
required to pay tuition, and that free tuition is hereby abolished. Notwithstanding this section,
neither the Board of Governors of The University of North Carolina nor its Board of Trustees
shall impose any tuition or mandatory fee at the North Carolina School of Science and
Mathematics without the approval of the General Assembhr.Assembly, except as provided in
subsection (e) of this section.

(e) The Board of Governors of The University of North Carolina may approve, upon
the recommendation of the Board of Trustees of the North Carolina School of Science and
Mathematics, the imposition of fees not inconsistent with actions of the General Assembly for
distance education services provided by the North Carolina School of Science and Mathematics
to nonresidents and for students participating in extracurricular enrichment programs sponsored
by the School."”

SECTION 11.7.(c) This section applies to the 2013-2014 spring academic
semester and each subsequent academic semester.

STUDENT CHARGES AT THE UNC SCHOOL OF THE ARTS

SECTION 11.8.(a) Article 4 of Chapter 116 of the General Statutes is amended by
adding a new section to read:
"§ 116-68.1. Fees.

The Board of Governors of The University of North Carolina may set fees, not inconsistent
with the actions of the General Assembly, to be paid by in-State high school students enrolled
at the University of North Carolina School of the Arts to assist with expenses of the institution.
The Board of Trustees may recommend to the Board of Governors of The University of North
Carolina that fees be set, not inconsistent with actions of the General Assembly, to be paid by
in-State high school students enrolled at the University of North Carolina School of the Arts to
assist with expenses of the institution. The University of North Carolina School of the Arts may
charge and collect fees established as provided by this section from in-State high school
students enrolled at the University of North Carolina School of the Arts."

SECTION 11.8.(b) This section applies to the 2014-2015 academic year and each
subsequent academic year.

AUTHORIZE STATE EDUCATION ASSISTANCE AUTHORITY TO CONTINUE TO
COLLECT NORTH CAROLINA TEACHING FELLOWS REPAYMENTS
SECTION 11.9. Subsection (b) of Section 1.38 of S.L. 2011-266 is repealed.

UNC DISPOSITION AND ACQUISITION OF REAL PROPERTY

SECTION 11.10.(a) G.S. 116-198.34(5) reads as rewritten:

"(5) To acquire, hold, lease, and dispose of real and personal property in the
exercise of its powers and the performance of its duties hereunder and to
lease all or any part of any project or projects and any existing facilities upon
such terms and conditions as the Board determines, subject to the provisions
of G.S. 143-341 and Chapter 146 of the General Statutes.

Notwithstanding G.S. 143-341 and Chapter 146 of the General Statutes,
an acquisition or a disposition by easement, lease, or rental agreement of real
property or space in any building on the Centennial Campus, on the Horace
Williams Campus, on a Millennial Campus, or on a Kannapolis Research
Campus made for a period of 10-25 years or less shall not require the
approval of the Governor and the Council of State. All other acquisitions and
dispositions made under this subdivision for a period in excess of 16-25
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years are subject to the provisions of G.S. 143-341 and Chapter 146 of the
General Statutes."”
SECTION 11.10.(b) This section becomes effective July 1, 2013, and expires June
30, 2015.

UNC CAMPUS HOUSING
SECTION 11.11.(a) Part 3 of Article 1 of Chapter 116 of the General Statutes is
amended by adding a new section to read:
"8 116-40.11. Prohibit assignment of members of the opposite sex to same dormitory
room, suite, or campus apartment.

Notwithstanding any other provision of law, The University of North Carolina shall
prohibit the assignment of members of the opposite sex to the same dormitory room, dormitory
suite, or campus apartment unless the students are siblings, they are parent and child, or they
are legally married and there is a valid marriage license on file at the campus housing office
that documents the marriage."

SECTION 11.11.(b) This section applies to housing assignments for the 2013 fall
semester and each subsequent semester.

UNC/WAKE FOREST INSTITUTE FOR REGENERATIVE MEDICINE/PROFIT
SHARING WITH STATE

SECTION 11.12.(a) Of the funds appropriated by this act for the 2013-2015 fiscal
biennium to the Board of Governors of The University of North Carolina the sum of seven
million dollars ($7,000,000) for the 2013-2014 fiscal year and the sum of seven million dollars
($7,000,000) for the 2014-2015 fiscal year shall be allocated to Wake Forest University Health
Sciences (hereinafter "Wake Forest") in support of the Wake Forest Institute for Regenerative
Medicine (hereinafter "Institute™) and its Department of Defense Armed Forces Institute for
Regenerative Medicine and current good manufacturing practices (cGMP) facility.

SECTION 11.12.(b) Wake Forest shall reimburse the State for State funds
appropriated for the Institute under subsection (a) of this section and in prior fiscal years by
returning to the State five percent (5%) of the royalty revenue received by the Institute from
commercialized projects arising under those research projects supported by the State funds,
either through direct research support or through substantial utilization of the cGMP facility not
reimbursed through other funds ("Subject Projects™). Royalty revenue reimbursed to the State
shall be subject to all of the following:

(1)  The total amount to be reimbursed to the State shall be limited to the
aggregate amount of State funds allocated to Wake Forest for the Institute
plus simple interest at the rate of four percent (4%) annually from the time of
disbursement until reimbursement commences.

2) Wake Forest shall be entitled to deduct the expenses reasonably incurred in
prosecuting, defending, and enforcing patent rights for the Subject Projects,
except to the extent the expenses are recovered from a third party, before
calculating the amount to be paid to the State.

3) Calculation of the payments to the State shall be based upon the formula
provided in subsection (c) of this section.

4) Payments shall be made to the State and used by the State in a manner
consistent with federal law.

SECTION 11.12.(c) Wake Forest on behalf of the Institute shall annually calculate

and remit reimbursement payments to the State based upon the following formula:

1) Payments to the State shall be based on that share of royalty revenue
proportional to the State funds used for the Subject Project, which shall be
calculated as the ratio of State funds to total funds used to support the
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Subject Project, based on budgets developed consistent with federal research
funding accounting guidelines and including the fair market value of
unreimbursed cGMP facility utilization.

2 Wake Forest shall calculate net royalty revenue on a Subject
Project-by-Subject-Project basis by deducting any expenses authorized
under subsection (b)(2) of this section from the total royalty revenue
received from the Subject Project.

3) Wake Forest shall multiply net royalty revenue by the support ratio
calculated in subsection (c)(1) of this section and then multiply the product
by five percent (5%) to determine the State royalty share ("State Royalty
Share").

4) The State Royalty Share shall be remitted to the State unless the cumulative
State Royalty Share payments have satisfied the total aggregate amount to be
reimbursed as provided in subsection (b)(1) of this section.

SECTION 11.12.(d) Wake Forest on behalf of the Institute shall comply with the

following reporting requirements:

1) By September 1 of each year, and more frequently as requested, report to the
Joint Legislative Commission on Governmental Operations, the Fiscal
Research Division, and the Board of Governors of The University of North
Carolina on prior State fiscal year program activities, objectives, and
accomplishments and prior State fiscal year itemized expenditures and fund
sources. The annual report shall include a report of royalty revenues
generated from the Subject Projects.

2 Provide to the Fiscal Research Division a copy of the Institute's annual
audited financial statement within 30 days of issuance of the statement.

SECTION 11.12.(e) Remaining allotments after September 1 shall not be released
to the Institute if the reporting requirements provided in subsection (d) of this section are not
satisfied.

SECTION 11.12.(f) No more than one hundred twenty thousand dollars
($120,000) in State funds shall be used for the annual salary of any one employee of the
Institute. For purposes of this subsection, the term "State funds™ means funds appropriated by
the State to the Institute and interest earned on those funds.

SECTION 11.12.(g) No State funds shall be used by the Institute (i) to hire or
facilitate the hiring of a lobbyist or any person performing the duties or activities of a lobbyist,
without regard to the person's title; or (ii) to facilitate any lobbying efforts.

UNC/STRATEGIC PLAN FUNDS

SECTION 11.13. Of the funds appropriated by this act to the Board of Governors
of The University of North Carolina for the 2013-2015 fiscal biennium, the Board of Governors
may spend a sum of up to fifteen million dollars ($15,000,000) for the 2013-2014 fiscal year
and a sum of up to fifteen million dollars ($15,000,000) for the 2014-2015 fiscal year to
implement provisions of The University of North Carolina Strategic Plan as set out in the report
"Our Time, Our Future: The University of North Carolina Compact with North Carolina.”

PART XII. DEPARTMENT OF HEALTH AND HUMAN SERVICES

SUBPART XII-A. CENTRAL MANAGEMENT AND SUPPORT

DEPARTMENT FLEXIBILITY TO ACHIEVE DEPARTMENTAL PRIORITIES AND
ENHANCE FISCAL OVERSIGHT AND ACCOUNTABILITY.
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SECTION 12A.1.(a) Notwithstanding any other provision of law and consistent
with the intent of G.S.143B-10, the Secretary of the Department of Health and Human
Services may reorganize positions and related operational costs within the Department (i) upon
a demonstration by the Department of cost-effectiveness and (ii) after approval by the Office of
State Budget and Management (OSBM) of a written proposal submitted by the Department to
OSBM. Proposals submitted to OSBM under this section shall, at a minimum, identify the
positions involved and the strategies to be implemented in order to achieve efficiencies.

SECTION 12A.1.(b) Notwithstanding G.S. 143C-6-4 and in order to enhance
fiscal oversight and accountability, the Secretary of the Department of Health and Human
Services may realign existing resources to expand its internal audit capacity. The Secretary
may, with the approval of OSBM, identify up to 32 existing positions for this purpose. The
expanded Office of Internal Audit shall provide the Department's management personnel with
independent reviews and analyses of various functions and services within the Department,
including operational audits, performance audits, compliance audits, financial audits, and other
special reviews. Any realignment of resources and positions pursuant to this subsection is
subject to the prior approval of OSBM.

SECTION 12A.1.(c) By no later than June 30, 2014, the Department shall report
any actions undertaken pursuant to this section to the Joint Legislative Oversight Committee on
Health and Human Services and the Fiscal Research Division. The report shall, at a minimum,
identify the positions involved and the strategies implemented to achieve efficiencies, to
expand internal audit capacity, or both.

COMPETITIVE GRANTS PROCESS FOR NONPROFIT FUNDING

SECTION 12A.2.(a) Of the funds appropriated in this act to the Department of
Health and Human Services, Office of the Secretary, the sum of nine million five hundred
twenty-nine thousand one hundred thirty-four dollars ($9,529,134) for the 2013-2014 fiscal
year and the sum of five million two hundred seventy-three thousand eight hundred thirty-five
dollars ($5,273,835) appropriated in Section 12J.1 of this act for the 2013-2014 fiscal year shall
be used to implement a request for application (RFA) process to allow non-State entities to
apply for and receive State funds on a competitive basis.

SECTION 12A.2.(b) The Office of the Secretary shall administer grants awarded
to non-State entities pursuant to this section and shall require non-State entities to match ten
percent (10%) of the total amount of the grant. The Office of the Secretary shall prioritize grant
awards to those non-State entities that are able to leverage non-State funds in addition to the
grant award.

SECTION 12A.2.(c) Grants shall be awarded to non-State entities dedicated to
providing services statewide and supporting any of the following State health and wellness
initiatives:

(1) A program targeting advocacy, support, education, or residential services for

persons diagnosed with autism.

(2) A comprehensive program of education, advocacy, and support related to
brain injury and those affected by brain injury.

3) A system of residential supports for those afflicted with substance abuse
addiction.

(4) A program of advocacy and supports for individuals with intellectual and
developmental disabilities or severe and persistent mental illness, substance
abusers, or the elderly.

5) Supports and services to children and adults with developmental disabilities
or mental health diagnoses.

(6) A food distribution system for needy individuals.

(7)  The provision and coordination of services for the homeless.
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(8) The provision of services for individuals aging out of foster care.

9) Programs promoting wellness, physical activity, and health education

programming for North Carolinians.

(10) A program focused on enhancing vision screening through the State's public

school system.

(11) Provision for the delivery of after-school services for at-risk youth.

(12) The provision of direct services for amyotrophic lateral sclerosis (ALS) and

those diagnosed with the disease.

SECTION 12A.2.(cl) For the 2013-2014 fiscal year, of the funds appropriated
under subsection (a) of this section pursuant to Section 12J.1 of this act, the Department shall
ensure that funds are allocated to the Boys and Girls Clubs in the same amount as allocated in
the 2012-2013 fiscal year.

SECTION 12A.2.(d) The Department shall submit a written report to the Joint
Legislative Oversight Committee on Health and Human Services and the Fiscal Research
Division on the use of these funds no later than April 1, 2014. The report shall include at least
all of the following:

1) The identity and a brief description of each grantee and each program or

initiative offered by the grantee.

(2)  The amount of funding awarded to each grantee.

3) The number of persons served by each grantee, broken down by program or

initiative.

SECTION 12A.2.(e) Funds received by the Department of Health and Human
Services pursuant to this section shall supplement and not supplant existing funds for health
and wellness programs and initiatives.

HEALTH INFORMATION TECHNOLOGY

SECTION 12A.3.(a) The Department of Health and Human Services, in
cooperation with the State Chief Information Officer, shall coordinate health information
technology (HIT) policies and programs within the State of North Carolina. The Department's
goal in coordinating State HIT policy and programs shall be to avoid duplication of efforts and
to ensure that each State agency, public entity, and private entity that undertakes health
information technology activities does so within the area of its greatest expertise and technical
capability and in a manner that supports coordinated State and national goals, which shall
include at least all of the following:

1) Ensuring that patient health information is secure and protected, in
accordance with applicable law.

2) Improving health care quality, reducing medical errors, reducing health
disparities, and advancing the delivery of patient-centered medical care.

3) Providing appropriate information to guide medical decisions at the time and
place of care.

4) Ensuring meaningful public input into HIT infrastructure development.

5) Improving the coordination of information among hospitals, laboratories,
physicians' offices, and other entities through an effective infrastructure for
the secure and authorized exchange of health care information.

(6) Improving public health services and facilitating early identification and
rapid response to public health threats and emergencies, including
bioterrorist events and infectious disease outbreaks.

@) Facilitating health and clinical research.

(8) Promoting early detection, prevention, and management of chronic diseases.

SECTION 12A.3.(b) The Department of Health and Human Services shall

establish and direct an HIT management structure that is efficient and transparent and that is
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compatible with the Office of the National Health Coordinator for Information Technology
(National Coordinator) governance mechanism. The HIT management structure shall be
responsible for all of the following:

1) Developing a State plan for implementing and ensuring compliance with
national HIT standards and for the most efficient, effective, and widespread
adoption of HIT.

2 Ensuring that (i) specific populations are effectively integrated into the State
plan, including aging populations, populations requiring mental health
services, and populations utilizing the public health system, and (ii) unserved
and underserved populations receive priority consideration for HIT support.

3 Identifying all HIT stakeholders and soliciting feedback and participation
from each stakeholder in the development of the State plan.

4) Ensuring that existing HIT capabilities are considered and incorporated into
the State plan.

(5) Identifying and eliminating conflicting HIT efforts where necessary.

(6) Identifying available resources for the implementation, operation, and
maintenance of health information technology, including identifying
resources and available opportunities for North Carolina institutions of
higher education.

@) Ensuring that potential State plan participants are aware of HIT policies and
programs and the opportunity for improved health information technology.

(8) Monitoring HIT efforts and initiatives in other states and replicating
successful efforts and initiatives in North Carolina.

9) Monitoring the development of the National Coordinator's strategic plan and
ensuring that all stakeholders are aware of and in compliance with its
requirements.

(10)  Monitoring the progress and recommendations of the HIT Policy and
Standards Committee and ensuring that all stakeholders remain informed of
the Committee's recommendations.

(11) Monitoring all studies and reports provided to the United States Congress
and reporting to the Joint Legislative Oversight Committee on Information
Technology and the Fiscal Research Division on the impact of report
recommendations on State efforts to implement coordinated HIT.

SECTION 12A.3. (c) Sectlon 10.24(c) of S.L. 2011-145 reads as rewritten:

"SECTION 10.24.(c) artn alth-3 M
Sewrees—sh&”—prewde—qe&ﬁeﬁy—wnﬁen—mpeﬁst no Iater than Januarv 15, 2015 the
Department of Health and Human Services shall provide a written report on the status of HIT
efforts to the Joint Legislative Oversight Committee on Health and Human Services and the

Flscal Research D|V|S|on The %peets—deeeaeh%&nu&ry&—and%%haﬂ—ee%ef—wd&teﬁe

FBQG-Ft—‘FhE—FGpGFPS—dHE—G&Gh—QGFG-b@Pl—&Hd—A—p—FH—]: epo t shall be comprehenswe and shaII
include all of the following:
1) Current status of federal HIT initiatives.
2 Current status of State HIT efforts and initiatives among both public and
private entities.
3 A breakdown of current public and private funding sources and dollar
amounts for State HIT initiatives.
4 Department efforts to coordinate HIT initiatives within the State and any
obstacles or impediments to coordination.
5) HIT research efforts being conducted within the State and sources of funding
for research efforts.
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(6) Opportunities for stakeholders to participate in HIT funding and other efforts
and initiatives during the next quarter.

@) Issues associated with the implementation of HIT in North Carolina and
recommended solutions to these issues."

FUNDS FOR REPLACEMENT MEDICAID MANAGEMENT INFORMATION
SYSTEM/IMPLEMENTATION OF REPLACEMENT MMIS

SECTION 12A.4.(a) The Secretary of the Department of Health and Human
Services may utilize prior year earned revenue received for the replacement MMIS in the
amount of nine million six hundred fifty-eight thousand one hundred fifty-two dollars
($9,658,152) for the 2013-2014 fiscal year and in the amount of one million six hundred
sixty-six thousand six hundred twenty-five dollars ($1,666,625) for the 2014-2015 fiscal year.
In the event the Department does not receive prior year earned revenues in the amounts
authorized by this section, or funds are insufficient to advance the project, the Department may,
with prior approval from the Office of State Budget and Management (OSBM), utilize
overrealized receipts and funds appropriated to the Department to achieve the level of funding
specified in this section for the replacement MMIS.

SECTION 12A.4.(b) The Department shall make full development of the
replacement MMIS a top priority. During development and implementation of the replacement
MMIS, the Department shall develop plans to ensure the timely and effective implementation
of enhancements to the system to provide the following capabilities:

1) Receiving and tracking premiums or other payments required by law.

2 Compatibility with the Health Information System.

SECTION 12A.4.(c) The Department shall make every effort to expedite the
implementation of the enhancements. The replacement MMIS shall have the capability to fully
implement the administration of NC Health Choice, Ticket to Work, CAP Children's Program,
all relevant Medicaid waivers, and the Medicare 646 waiver as it applies to Medicaid eligibles.

SECTION 12A.4.(d) The Office of the State Chief Information Officer (SCIO) and
the Office of Information Technology Services (ITS) shall work in cooperation with the
Department to ensure the timely and effective implementation of the replacement MMIS and
any enhancements. The SCIO shall ensure that the replacement MMIS meets all State
requirements for project management and shall immediately report any failure to meet these
requirements to the Joint Legislative Oversight Committee on Health and Human Services, the
Joint Legislative Oversight Committee on Information Technology, the Fiscal Research
Division, and the Office of State Budget and Management. The SCIO shall also immediately
report if any replacement MMIS project, or portion of a project, is listed as red in the project
portfolio management tool.

SECTION 12A.4.(e) Notwithstanding G.S. 114-2.3, the Department shall consult
with the Office of the SCIO concerning the retention of private counsel for the replacement
MMIS, and as directed by the Office of the SCIO, retain private counsel with expertise in
pertinent information technology and computer law to negotiate and review contract
amendments associated with the replacement MMIS. The private counsel engaged by the
Department shall review the replacement MMIS contract amendments between the Department
and the vendors to ensure that the requirements of subsection (c) of this section are met in their
entirety and that the terms of the contract amendments are in the State's best interest.

SECTION 12A.4.(f) The Department shall immediately report any changes to the
replacement MMIS implementation schedules to the Joint Legislative Oversight Committee on
Health and Human Services, the Joint Legislative Oversight Committee on Information
Technology, the Fiscal Research Division, and the Office of State Budget and Management,
with a full explanation of the reason for the change and any associated costs.
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SECTION 12A.4.(g) The Department shall provide the following reports on the
replacement MMIS by the dates specified in this subsection to the Joint Legislative Oversight
Committee on Health and Human Services, the Joint Legislative Oversight Committee on
Information Technology, the Fiscal Research Division, and the Office of State Budget and

Management:

1) By no later than August 1, 2013, a progress report on full implementation of
the replacement MMIS, which shall include at least all of the following:

a.

An updated estimate of the costs associated with operating and
maintaining the system during the 2013-2014 fiscal year and during
the 2014-2015 fiscal year, with an explanation for any changes from
previous submissions.

Any issues encountered following the "go-live" date of July 1, 2013,
how each issue was resolved, any cost associated with the resolution
of each issue, and the source of funding for the associated cost.

Any system requirements for manual workarounds, any cost
associated with these system requirements, the source of funding
used to pay for the associated cost, the time line for implementing an
automated solution for each manual workaround, the cost associated
with transitioning to each automated solution, and the source of
funding for each identified cost.

A comparison of timeliness and accuracy of payments for legacy
system and replacement system transactions, using the same criteria
for both.

Required capabilities that are not available in the replacement MMIS
on the "go-live" date of July 1, 2013, with a date for the
implementation of each, as well as any cost associated with
implementation.

2 By no later than September 1, 2013, a plan for the elimination of the Office
of Medicaid Management Information System Services (OMMISS) and the
transfer of its remaining operations to other Divisions within the Department
of Health and Human Services. This plan shall include at least all of the
following:

a.

The specific operations to be transferred to other Divisions within the
Department, the specific Division to which each operation will be
transferred, the State personnel that will be impacted by each
transfer, costs associated with each transfer, and sources of funding
to enable the identified Divisions to assume these transferred
operations.

Any State personnel costs that will result from the dissolution of
OMMISS, including the costs of any severance payments and any
compensatory time earned during the course of the project, broken
down by employee; and any identified sources of funding to pay for
these personnel costs.

A plan for transitioning out of the space currently leased by the State
for OMMISS, costs associated with this transition, and any savings
that will result from the transition.

3) By no later than October 1, 2013, a preliminary report on the Department’s
plan for achieving system certification, which shall include at least all of the
following:

a.
b.
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C. Any issues that could impact the timing of system certification and
plans to mitigate identified issues.

d. Any costs associated with system certification.

e. Any identified funding sources to pay for costs associated with

system certification.

SECTION 12A.4.(h) The Department shall complete the Reporting and Analytics
Project solution simultaneously with the implementation of the replacement MMIS.

SECTION 12A.4.(i) Notwithstanding any other provision of law and to the extent
permitted by federal law, the Department shall not approve any overtime or compensatory time
related to the replacement MMIS after the replacement MMIS "go-live" date of July 1, 2013,
without the prior written approval of the Office of State Personnel for each specific instance of
overtime or compensatory time.

SECTION 12A.4.(J) Beginning when the replacement MMIS is fully implemented,
the Department shall require all Medicaid claim adjudication to be performed by the
replacement MMIS, including all Medicaid claim adjudication performed by entities under
contract with the Department. The Department may charge entities under contract with the
Department a fee not to exceed the amount necessary to cover the full operating cost of
Medicaid claim adjudication performed by the replacement MMIS.

FRAUD DETECTION THROUGH NORTH CAROLINA ACCOUNTABILITY AND
COMPLIANCE TECHNOLOGY SYSTEM
SECTION 12A.5. The Department of Health and Human Services shall integrate
with and leverage the State's enterprise-level fraud detection system operated by the North
Carolina Financial Accountability and Compliance Technology System (NC FACTS) in an
effort to detect and prevent potential fraud, waste, and improper payments. Integration shall
involve the following information technology systems:
1) Medicaid Management Information System (MMIS).
2 North Carolina Child Treatment Program (NC CTP) State-funded secure
database.
3) North Carolina Families Accessing Services through Technology (NC
FAST).

FUNDING FOR NORTH CAROLINA FAMILIES ACCESSING SERVICES
THROUGH TECHNOLOGY (NC FAST); REPORT ON ELIGIBILITY
DETERMINATIONS FOR THE EXCHANGE

SECTION 12A.6.(a) Funds appropriated in this act in the amount of eight hundred
sixty-four thousand six hundred fifty-five dollars ($864,655) for State fiscal year 2014-2015
along with the cash balance in Budget Code 24410 Fund 2411 for the North Carolina Families
Accessing Services through Technology (NC FAST) project shall be used to match federal
funds in fiscal years 2013-2014 and 2014-2015 to expedite the development and
implementation of the Eligibility Information System (EIS), Child Care, Low Income Energy
Assistance, and Crisis Intervention Programs, and Child Service components of the NC FAST
project.

SECTION 12A.6.(b) The Department of Health and Human Services shall report
on NC FAST's performance in providing eligibility determinations for Medicaid applicants on
the federally facilitated Health Benefit Exchange, a required function of NC FAST directed by
Section 2 of S.L. 2013-5. The report shall contain a description of the following:

Q) Funding sources, funding amounts, and expenditures for the project

beginning in fiscal year 2012-2013 through the time of the report.

2 Any challenges with the eligibility determination project and how NC FAST

solved those challenges.

S402-PCS35347-MDxf-10 Senate Bill 402 Page 121



O©CoOoO~NO O WDN PP

General Assembly Of North Carolina Session 2013

3 The number of eligibility determinations performed for applicants on the
federally facilitated Health Benefit Exchange, including an analysis of on
what days and for how many persons eligibility determinations were
performed as well as how many applicants were determined to be eligible.

The Department shall submit a report to the Joint Legislative Commission on Governmental
Operations, the Joint Legislative Oversight Committee on Health and Human Services, and the
Joint Legislative Oversight Committee on Information Technology three months after open
enrollment begins for the federally facilitated Health Benefit Exchange.

LIABILITY INSURANCE

SECTION 12A.7. Atrticle 31 of Chapter 58 of the General Statutes is amended by
adding a new section to read:
"8 58-31-26. Medical liability insurance for certain physicians and dentists.

(a) The Secretary of the Department of Health and Human Services and the Secretary
of the Department of Public Safety may provide medical liability insurance not to exceed one
million dollars ($1,000,000) per incident on behalf of employees of these Departments who are
licensed to practice medicine or dentistry; on behalf of all licensed physicians who are faculty
members of The University of North Carolina who perform work on a contractual basis for the
Division of Mental Health, Developmental Disabilities, and Substance Abuse Services for
incidents that occur in Division programs; and on behalf of physicians in all residency training
programs from The University of North Carolina who are in training at institutions operated by
the Department of Health and Human Services. This coverage may include commercial
insurance or self-insurance and shall cover these individuals for their acts or omissions only
while they are engaged in providing medical and dental services pursuant to their State
employment or training.

(b)  The coverage provided pursuant to this section shall not cover any individual for
any act or omission that the individual knows or reasonably should know constitutes a violation
of the applicable criminal laws of any state or the United States, or that arises out of any sexual,
fraudulent, criminal, or malicious act or out of any act amounting to willful or wanton
negligence.

(©) The coverage provided pursuant to this section shall not require any additional
appropriations and, except as provided in subsection (a) of this section, shall not apply to any
individual providing contractual service to the Department of Health and Human Services or
the Department of Public Safety."

ELIMINATE UNNECESSARY AND REDUNDANT REPORTS

SECTION 12A.8.(a) Eliminate Outcomes Evaluation Study on the Effectiveness
of Substance Abuse Services Provided to Person Convicted of DWI. — G.S. 122C-142.1(j) is
repealed.

SECTION 12A.8.(b) Eliminate Evaluation of Efficiency and Effectiveness of
Family Resource Center Grant Program. — G.S. 143B-152.15(b) is repealed.

SECTION 12A.8.(c) Eliminate Annual Report on Progress of MH/DD/SAS State
Plan. — G.S. 122C-102(c) is repealed.

SECTION 12A.8.(d) Eliminate Annual Report on North Carolina State Plan on
Healthcare Associated Infections. — G.S. 130A-150(e) is repealed.

SECTION 12A.8.(e) Eliminate Annual Report on The Health Insurance Program
for Children. — G.S. 108A-70.27(b) is repealed.

SECTION 12A.8.(f) Eliminate Annual Report by State Child Fatality Review
Team. — G.S. 143B-150.20(h) is repealed.

SECTION 12A.8.(g) Forgiveness of Late Reports. — Notwithstanding any other
provision of law, unless otherwise required in this act, the Department of Health and Human
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Services is not required to submit any report due on or before January 6, 2013, to the General
Assembly; to any committee, commission, subcommittee, task force, or division of the General
Assembly; or to any other department, unit, or subdivision of State government, if the
Department has not already submitted the report prior to July 1, 2013. This subsection shall not
be construed to eliminate any reports due from the Department after January 6, 2013, except as
otherwise provided by law.

CANCER COORDINATION REPORTING
SECTION 12A.9. G.S. 130A-33.51(b) reads as rewritten:

"(b) The Committee shall submit a written report not later than May 1, 1994, and not
later than October 1 of each subsequent year, to-the-Governor—and-to-the JointtLegislative
Commission-on-Governmental-Operations. the Secretary. The report shall address the progress
in implementation of a cancer control program. The report shall include an accounting of funds
expended and anticipated funding needs for full implementation of recommended programs."

MEETINGS OF CANCER COORDINATION COMMITTEE
SECTION 12A.10. G.S. 130A-33.50(b) reads as rewritten:

"(b) The Committee shall have up to 34 members, including the Secretary of the
Department or the Secretary's designee. The members of the Committee shall elect a chair and
vice-chair from among the Committee membership. The Committee shall meet not more than
twice a year at the call of the chair. Six of the members shall be legislators, three of whom shall
be appointed by the Speaker of the House of Representatives, and three of whom shall be
appointed by the President Pro Tempore of the Senate. Four of the members shall be cancer
survivors, two of whom shall be appointed by the Speaker of the House of Representatives, and
two of whom shall be appointed by the President Pro Tempore of the Senate. The remainder of
the members shall be appointed by the Governor as follows:

1) One member from the Department of Environment and Natural Resources;

2 Three members, one from each of the following: the Department, the
Department of Public Instruction, and the North Carolina Community
College System;

3) Four members representing the cancer control programs at North Carolina
medical schools, one from each of the following: the University of North
Carolina at Chapel Hill School of Medicine, the Bowman Gray School of
Medicine, the Duke University School of Medicine, and the East Carolina
University School of Medicine;

4) One member who is an oncology nurse representing the North Carolina
Nurses Association;

(5) One member representing the Cancer Committee of the North Carolina
Medical Society;

(6) One member representing the Old North State Medical Society;

(7 One member representing the American Cancer Society, North Carolina
Division, Inc.;

(8) One member representing the North Carolina Hospital Association;

9 One member representing the North Carolina Association of Local Health
Directors;

(10) One member who is a primary care physician licensed to practice medicine
in North Carolina;

(11) One member representing the American College of Surgeons;

(12) One member representing the North Carolina Oncology Society;

(13) One member representing the Association of North Carolina Cancer
Registrars;
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(14) One member representing the Medical Directors of the North Carolina
Association of Health Plans; and
(15)  Up to four additional members at large.

Except for the Secretary, the members shall be appointed for staggered four-year terms and
until their successors are appointed and qualify. The Governor may remove any member of the
Committee from office in accordance with the provisions of G.S. 143B-13. Members may
succeed themselves for one term and may be appointed again after being off the Committee for
one term."

LAPSED SALARY FUNDS REPORT
SECTION 12A.11. Section 10.20 of S.L. 2012-142 is repealed.

PRISON REPORT
SECTION 12A.12. G.S. 148-19(d) reads as rewritten:

"(d) The Commission for Mental Health, Developmental Disabilities, and Substance
Abuse Services shall adopt standards for the delivery of mental health and mental retardation
services to inmates in the custody of the Division of Adult Correction of the Department of
Public Safety. The Commission for Mental Health, Developmental Disabilities, and Substance
Abuse Services shall give the Secretary of Public Safety an opportunity to review and comment
on proposed standards prior to promulgation of such standards; however, final authority to
determine such standards remains with the Commission. The Secretary of the Department of
Health and Human Services shall designate an agency or agencies within the Department of
Health and Human Services to monitor the implementation by the Division of Adult Correction
of the Department of Public Safety of these standards and of substance abuse standards adopted
by the Division of Adult Correction of the Department of Public Safety.—Fhe-Secretary—of

MODIFICATIONS TO JUSTUS-WARREN TASK FORCE
SECTION 12A.13. G.S. 143B-216.60 reads as rewritten:
"§ 143B-216.60. The Justus-Warren Heart Disease and Stroke Prevention Task Force.

(e The Task Force shall meet atleast-guarterly-ormere-freguenthy-not more than twice
annually at the call of the Chair.

MODIFICATIONS TO COMMISSION FOR THE BLIND
SECTION 12A.14.(a) Eliminate Professional Advisory Committee. — Part 8 of
Article 3 of Chapter 143B of the General Statutes is repealed.
SECTION 12A.14.(b) G.S. 143B-158 reads as rewritten:
"§ 143B-158. Commission for the Blind.
@ The Commission for the Blind of the Department of Health and Human Services
shall consist of 4319 members as follows:
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1) One representative of the Statewide Independent Living Council.

2) One representative of a parent training and information center established
pursuant to section 631(c) of the Individuals with Disabilities Education Act,
20 U.S.C. § 1431(c).

(€)) One representative of the State's Client Assistance Program.

4) One vocational rehabilitation counselor who has knowledge of and
experience in vocational rehabilitation services for the blind. A vocational
rehabilitation counselor appointed pursuant to this subdivision shall serve as
a nonvoting member of the Commission if the counselor is an employee of
the Department of Health and Human Services.

5) One representative of community rehabilitation program services providers.

(6) One current or former applicant for, or recipient of, vocational rehabilitation
Services.

@) One representative of a disability advocacy group representing individuals
who are blind.

(8) One parent, family member, guardian, advocate, or authorized representative
of an individual who is blind, has multiple disabilities, and either has
difficulty representing himself or herself or who is unable, due to
disabilities, to represent himself or herself.

9) One representative of business, industry, and labor.

(10)  One representative of the directors of projects carried out under section 121
of the Rehabilitation Act of 1973, 29 U.S.C. § 741, as amended, if there are
any of these projects in the State.

(11)  One representative of the Department of Public Instruction.

(12)  One representative of the Commission on Workforce Development.

(12a) Two licensed physicians nominated by the North Carolina Medical Society
whose practice is limited to ophthalmology.

(12b) Two optometrists nominated by the North Carolina State Optometric
Society.

(12c) Two opticians nominated by the North Carolina Opticians Association.

(13) The Director of the Division of Services for the Blind shall serve as an ex
officio, nonvoting member.

(b)  The members of the Commission for the Blind shall be appointed by the Governor.
The Governor shall appoint members after soliciting recommendations from representatives of
organizations representing a broad range of individuals who have disabilities and organizations
interested in those individuals. In making appointments to the Commission, the Governor shall
consider, to the greatest extent practicable, the extent to which minority populations are
represented on the Commission.

(©) A—Except for individuals appointed to the Commission under subdivisions (12a),
(12b), and (12c) of subsection (a) of this section, a majority of Commission members shall be
persons who are blind, as defined in 6-S—11-11-A-majority-of Commission-members-shal-be
persons-whe-are-G.S. 111-11 and who are not employed by the Division of Services for the
Blind.

(d) The Commission for the Blind shall select a Chairperson from among its members.

(e) The term of office of members of the Commission is three years. The term of
members appointed under subdivisions (1), (2), (3), ard{4)-(4), and (12a) of subsection (a) of
this section shall expire on June 30 of years evenly divisible by three. The term of members
appointed under subdivisions (5), (6), (7), are8)-(8), and (12b) of subsection (a) of this section
shall expire on June 30 of years that follow by one year those years that are evenly divisible by
three. The term of members appointed under subdivisions (9), (10), (11), ard{212)-(12), and
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(12c¢) of subsection (a) of this section shall expire on June 30 of years that precede by one year
those years that are evenly divisible by three.

()] No individual may be appointed to more than two consecutive three-year terms.
Upon the expiration of a term, a member shall continue to serve until a successor is appointed,
as provided by G.S. 128-7. An appointment to fill a vacancy shall be for the unexpired balance
of the term.

(9) A member of the Commission shall not vote on any issue before the Commission
that would have a significant and predictable effect on the member's financial interest. The
Governor shall have the power to remove any member of the Commission from office for
misfeasance, malfeasance, or nonfeasance in accordance with the provisions of G.S. 143B-13
of the Executive Organization Act of 1973.

(h) The members of the Commission shall receive per diem and necessary travel and
subsistence expenses in accordance with the provisions of G.S. 138-5.

Q) A majority of the Commission shall constitute a quorum for the transaction of
business.

() All clerical and other services required by the Commission shall be supplied by the
Secretary of Health and Human Services."

SUBPART XII-B. DIVISION OF CHILD DEVELOPMENT AND EARLY EDUCATION

NC PRE-K

SECTION 12B.1.(a) Eligibility. — The Department of Health and Human Services,
Division of Child Development and Early Education, shall continue implementing the
prekindergarten program (NC Pre-K). The NC Pre-K program shall serve children who are four
years of age on or before August 31 of the program year. In determining eligibility, the
Division shall establish income eligibility requirements for the program not to exceed
seventy-five percent (75%) of the State median income. Up to twenty percent (20%) of children
enrolled may have family incomes in excess of seventy-five percent (75%) of median income if
those children have other designated risk factors. Furthermore, any age-eligible child who is a
child of either of the following shall be eligible for the program: (i) an active duty member of
the Armed Forces of the United States, including the North Carolina National Guard, State
military forces, or a reserve component of the Armed Forces who was ordered to active duty by
the proper authority within the last 18 months or is expected to be ordered within the next 18
months or (ii) a member of the Armed Forces of the United States, including the North
Carolina National Guard, State military forces, or a reserve component of the Armed Forces
who was injured or killed while serving on active duty. Eligibility determinations for
prekindergarten participants may continue through local education agencies and local North
Carolina Partnership for Children, Inc., partnerships.

Other than developmental disabilities or other chronic health issues, the Division
shall not consider the health of a child as a factor in determining eligibility for participation in
the NC Pre-K program.

SECTION 12B.1.(b) Multiyear Contracts. — The Division of Child Development
and Early Education shall require the NC Pre-K contractor to issue multiyear contracts for
licensed private child care centers providing NC Pre-K classrooms.

SECTION 12B.1.(c) Programmatic Standards. — All entities operating
prekindergarten classrooms shall adhere to all of the policies prescribed by the Division of
Child Development and Early Education regarding progra